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Current Statistical Data Covering 100 Per Cent of Industry 
March, 1951-1952 
SOURCE AND DISPOSAL OF ENERGY—MONTH OF MARCH 
1952 1951 % 
GENERATION * (Net) 
ST Oe 22,597,012,000 21,698,855,000 + 4.1 
[Ren ONT NNI oo cs ala. sa: ial ea. ave!'6ck 00! 'u ste atlas nain'o.e eave 10,442,691,000 9,221,217,000 +13.2 
RINMINNINN 50 oc 5 -i-s ar egg ais ab wo Pea 33,039,703,000 30,920,072,000 + 6.9 
Add—Net Imports Over International Boundaries.................. 180,809,000 165,235,000 + 9.4 
a UREN soo crer 6272 al cea saha ais kre SaTGs6i6:0819 6,4 vus bomb ARIS. 8.0 BN 121,355,000 128,625,000 — 5.7 
Rese— Petey Used Dy PROGGCO so... ices st ce ceweccsensecereces 705,806,000 566,380,000 +24.6 
Met Haergy for Distributions. «0... icicccccccccccsccuccen 32,393,351,000 30,390,302,000 + 6.6 
ee cen oa ona cocc cab Sih dlk WRI e WEA kale aRaee ee 3,940,748,000 4,241,062,000 — 7.1 
Sales to Ultimate Customers................... 00008 ‘ss 28,452,603,000 26,149,240,000 + 8.8 
CLASSIFICATION OF SALES 
NUMBER OF CUSTOMERS—As of March 31 
ee ee re ere ar 39,546,224 37,882,238 + 4.4 
eT a 1,647,671 1,602,468 + 2.8 
Commercial or Industrial: 
I Sc an race Scat a gph cata we Spr ailmcwce''s Wl Al wal 5,537,741 5,439,695 + 1.8 
a I OE NOE os sc. 5 Goals. 6 dieu 0 4:04 oben beled braab ary ead 246,530 247,047 — 0.2 
IIE rec coca rae ninaet iG a tint ee antabea Gar 163,395 157,763 + 3.6 
Be, arr 47,141,561 45,329,211 + 4.0 
KILOWATTHOUR SALES—During Month of March 
NA NT NEI Pa oo occa 5 a5: 440816 Sie area eG nw are oleae eodiaa 7,547,917,000 6,632,883,000 +13.8 
pg Th) ee 543,866,000 544,853,000 — 0.2 
Commercial or Industrial: 
ah og a 5c ans fa tend alas dh, A¥0 a raha dt RE Owe be RR 4,945,341,000 4,568,362,000 + 8.3 
aE ois a starches ia aia e idle Adm aiawLk Mia rene. dSLR A 13,868,814,000 12,873,211,000 + 7.7 
Peet ANN RIEL, CAD HIEAD «5.5.0. 0.c.0 v.06:cacs nies bas stews sielae wasdes 298,055,000 277,875,000 + 7.3 
Other Public Authorities. . ‘é 709,676,000 655,482,000 + 8.3 
Railways and Railroads: 
Garnet arid Wnterurpat PAUWAYS 0.60. o6.6ciss cc siwraireveckases 293,985,000 319,570,000 — 8.0 
NN COUN SU RIIOOEIB oe c5c scabs crass cic ca dcnideesaccesecs od 209,554,000 227,208,000 — 7.8 
RNP RNR osc. o.o51s. 6 ncaa regattas cdeaied bod 6 oulbabenduen news 35,395,000 49,796,000 —28.9 
Total to Ultimate Customers...................000:. oe 28,452,603,000 26, 149,240,000 + 8.8 
Revenue from Ultimate Customers...................cceeeees oe $504,333,900 $462,576,500 + 9.0 
RESIDENTIAL OR DOMESTIC SERVICE 
AVERAGE CUSTOMER DATA—For 12 months ended March 31 
Kilowatthours per Customer. . CAEN dS I a OY SEA SaaS 2,053 1,882 + 9.1 
eS eS ee Pree eee ie toe $57.32 $53.83 + 6.5 
NI OIE UU a cae Ssacosnacrce ca mennask¥aeens euwsdbud 2.79¢ 2.86¢ — 2.5 
* By Courtesy of the Federal Power Commission. 
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Twentieth Annual Convention Sets Sights 


for Further Industry Progress 


Cleveland Meeting Inaugurates Third Decade of Institute Activity 


HROUGHOUT the general ses- 

sions of the Twentieth Annual 

EEI Convention, Cleveland, June 
2-4, the over-all theme, whether ex- 
pressed or implied, was one of confidence 
in the ability of the industry to meet the 
foreseeable power demands of the future, 
to withstand threats of socialization, and 
to continue its remarkable development 
as a basic contributor to the nation’s eco- 
nomic advancement. It was also evident 
at the meeting that national and interna- 
tional developments, as well as election- 
year considerations, have intensified the 
industry’s alertness to the significance of 
a wide variety of trends and events, and 
that further impetus has been given to 
cooperative efforts seeking solution to 
common problems. 

Though it may have given pause for 
reflection upon the past two decades of 
Institute activity, the meeting was dedi- 
cated to the search for new vistas of 
achievement and dealt with past accom- 
plishments only insofar as they were 
keystones to future development. Retir- 
ing EEI President George M. Gadsby 
observed, however, that as the Institute 
“approaches maturity and voting age, I 
feel we can all look back upon its record 
of accomplishment with satisfaction.” 

The general sessions, which presented 
nationally prominent speakers represent- 
ing business, industry, education, and 
agriculture, were the scene of vigorous 
and forthright pronouncements sparking 
the industry’s determination to help pre- 
serve the American way of life. This 
was pointed up in the opening conven- 
tion address when Mr. Gadsby asserted 
that “In conducting the fight we have 
against the encroachment of the Federal 


government in a proprietary capacity in 
the manufacture and sale of electricity, 
we have been fighting for the freedom 
of all industry.” 

Including searching analyses of gov- 
ernment plans for power development 
and methods of combating Federal en- 
croachment, the sessions also provided 
insight into problems of management, 
personnel procurement, engineering ad- 
vances, and water resources. (Conven- 
tion addresses appear in this issue of the 
BULLETIN. ) 


The Setting 


Meeting in Cleveland for the first 
time, the convention was set against a 
background of diversified industrializa- 
tion, a plexus of factories lining the 
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winding Cuyahoga River and Lake Erie, 
with ore ships plying the waterways 
leading to the city. The convention ac- 
tivities, which, for the most part, were 
centered around Terminal Tower, the 
city’s distinctive landmark, and the mas- 
sive Public Auditorium, with its tree- 
lined Mall running lakeward, were 
heightened by the courtesy and friendli- 
ness of the people of Cleveland. This 
was emphasized by the warm welcome 
accorded delegates by The Hon. Frank 
J. Lausche, Governor of Ohio, and The 
Hon. Thomas A. Burke, Mayor of 
Cleveland, at the opening convention 
session. 

Bayard L. England, President of the 
Atlantic City Electric Co., was elected 
President of the Institute at the conven- 
tion, succeeding Mr. Gadsby, President 
of the Utah Power & Light Co. Upon 
being presented to delegates as the new 
Institute head on Wednesday morning, 
Mr. England led the group in a vote of 
thanks to Mr. Gadsby for his untiring 
efforts on behalf of EEI and the industry 
during the past 12 months. 

Elected Vice President of the Insti- 
tute at the annual meeting was Walter 
H. Sammis, President of The Ohio Edi- 
son Co. Harold S. Sutton, Treasurer of 
the Consolidated Edison Co. of New 
York, Inc., who has served as Treasurer 
of the Institute for the past year, was 
reelected to that post, and 18 member 
company executives were named to the 
EEI Board of Directors. 

In the Arena of the Public Audito- 
rium, on Tuesday night, the industry’s 
highest award, the Charles A. Coffin 
Award, was presented to the Pacific Gas 
and Electric Co. Philip D. Reed, Chair- 
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man of the Board of the General Elec- 
tric Co., made the presentation to James 
B. Black, PG&E President, in a cere- 
mony which is described in full on page 
222 of this issue of the BULLETIN. 


Dramatic Presentation 


Attended by more than 1800 delegates 
and guests, the convention also held its 
four general sessions in the Public Audi- 
torium, and one of the most unusual 
features at these sessions was a playlet, 
which, in a dramatic manner, demon- 
strated the value of the Oesterreich Pole 
Top Method of Resuscitation. 

Presented on Monday morning and 
introduced by Lou Uptegrove of The 
Cleveland Electric Illuminating Co.’s 
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overhead lines department, the perform- 
ance starred crewmen of the Illuminating 
Co. in roles with which they were not 
unfamiliar, for they played themselves. 
When the curtain rose, the audience 
heard Foreman Gus Prugh conducting 
a conference on safe work procedures 
with his crew, in a life-like stage setting 
consisting of an actual pole and a line 
truck. The crew then proceeded with an 
assigned job, and action came swiftly as 
a careless lineman made a simulated 
high-voltage contact with an overhead 
conductor. 

The pole top rescue following the 
flash-over, which echoed through the 
auditorium, vividly portrayed the effec- 
tiveness of the resuscitation techniques 





of the Institute. 
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NEW PRESIDENT OF THE INSTITUTE 


AYARD L. ENGLAND, President of the Atlantic City Electric Co., 
was elected President of the Edison Electric Institute by the EEI Board 
of Directors on June 3 at the Institute’s Twentieth Annual Convention, suc- 
ceeding George M. Gadsby, President of the Utah Power & Light Co. Mr. 
England has been Vice President of the Institute for the past 12 months. 
Rounding out three decades in the electric industry, Mr. England has made 
his career at Atlantic City Electric Co. and is recognized as a leading figure 
among the nation’s electric company chief executives. Born in Newark, N. J., 
on November 2, 1903, he is one of the youngest men ever to hold the presidency 


After graduation from Temple University, Mr. England joined Atlantic 
City Electric as a clerk in 1922, rising to distribution engineer two years later. 
In 1929, he became a division manager, a position he held until 1935, when he 
was appointed commercial manager. Six years later, in 1941, he was named 
vice president and assistant general manager, becoming general manager and 
a director in 1946. Since 1948, he has been president and general manager. 

During his 30 years of service, Mr. England’s company has grown from 
modest size, serving principally Atlantic City and nearby resort areas, to an 
organization of more than 1500 employees, with a service area spanning the 
eight southern counties in New Jersey. He has been largely instrumental in 
Atlantic City Electric’s diversification of operation, so that today, in addition 
to resort service, the company also furnishes electric energy to the rich agri- 
cultural areas of southern New Jersey and the rapidly expanding industrial 
development in the Delaware River Valley territory. Under Mr. England’s 
direction, the Southern New Jersey Development Council was formed in 1950, 
the organization credited with bringing most industrial growth to the area. 

In 1949, Mr. England’s responsibilities included the reorganization of 
Atlantic City Electric, with the company’s separation from the American 
Gas and Electric system. He has also been supervising directly his company’s 
40-million-dollar expansion program and has recently completed the transaction 
by which Atlantic City Electric acquired the Millville Electric Light Co. 

In community affairs, Mr. England’s enthusiasm and productive energy is 
turned to the service of many civic organizations. He is a director of the 
New Jersey State Chamber of Commerce, Atlantic City Chamber of Com- 
merce, Miss America Pageant, Atlantic City Convention Bureau, Vineland 
Training School, and the United Fund of Atlantic County. He is also Deputy 
Director of State Civilian Defense and a director and past president of the 
New Jersey Utilities Association. In addition, he has been a leader in such 
activities as the Community Chest and the Red Cross. In 1949, the B’Nai 
B’Rith of Atlantic City chose him as “Citizen of the Year.” 

Mr. England is married to the former Kathryn Bradley and is a member 
of the Atlantic City Kiwanis Club, Seaview Country Club, and Pine Valley 
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in which electric company personnel are 
trained. The tragedy caused by careless- 
ness was also well portrayed through 
the grief of a young crew member who, 
in the play, was a witness to a near 
fatality during his first day on the job. 
All of the participants, including Line- 
men Fred Greiner, Whitey Piorkowski, 
John Tesmer, Joe Vostrak, Driver Art 
Richter, and Groundmen Marty Brick- 
ner, John Pikus, and Jack Sommers, are 
to be congratulated, as is J. P. Flemming, 
Illuminating Co. Supervisor of Training 
and Safety, to whom a great share of the 
credit for the presentation must go. 


Prize Awards 


On Wednesday morning, George E. 
Whitwell, Chairman of the EEI Prize 
Awards Committee and Vice President 
of the Philadelphia Electric Co., con- 
ducted the presentation of the Reddy 
Kilowatt Annual Report Award and the 
Claude L. Matthews Valor Award. Be- 
fore the presentation ceremony, however, 
Mr. Whitwell briefly reviewed the com- 
petitions for which prizes were awarded 
at the EEI Sales Conference earlier this 
year and reported that in the six com- 
mercial contests, there was generally a 
larger number of entries than in any 
previous year. 

“To all of those who have competed 
for the awards sponsored by EEI,” Mr. 
Whitwell said, ‘“‘we extend our appre- 
ciation. They have helped us through 
their entries and, whether winners or 
not, have gained greatly for themselves 
and their companies through their 
efforts.” 

“To an even greater extent, perhaps,” 
he continued, “we are indebted to the 
donors. To them accrues a far extending 
value, not only in the over-all recogni- 
tion and promotion of their products 
and services but in the approbation with 
which they are regarded both by custom- 
ers and competitors.” 

Announcing a newcomer to the prize 
awards contests sponsored through the 
Institute, Mr. Whitwell stated that 
“Next year the General Electric Co. 
will offer the ‘More Power to America 
Award,’ open for competition among 
industrial power salesmen and sales en- 
gineers. Except for lighting, there have 
previously been no contests for this im- 
portant segment of the over-all sales ac- 
tivities of electric utilities.” 

Following a playlet, which, in a light- 
er vein, depicted the valuable objectives 
of the prize awards program, presenta- 
tion was made of the Reddy Kilowatt 
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a 
A. D. BARNEY 


Chairman of the Board, The 
Hartford Electric Light Co. 





A. H. KEHOE 
Vice President, Consolidated 
Edison Co. of New York, 
Inc. 


EDISON ELECTRIC INSTITUTE BULLETIN 
New Members 
EEI Board of Directors 


(Terms Expiring in 1955) 


N addition to the new members of the EEI Board of 

Directors pictured on this page, Robert P. Briggs and 
Harold Quinton, whose terms expire in 1954, and Walker 
L. Cisler, whose term expires in 1953, are pictured at the 
bottom of the following page. Walter H. Sammis, newly 
elected Institute Vice President, has also been named to the 
board for a term expiring in 1955. 
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President, Niagara Mohawk 
Power Corp. 
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Vice President and General 
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igan Electric Co. 
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President, West Penn 
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Annual Report Award, sponsored by the 
Reddy Kilowatt Service and awarded 
to the company whose annual report 
“best illustrates, humanizes, and simpli- 
fies’ company operations. This year the 
award was won by the Pennsylvania 
Power & Light Co. and was received 
by PP&L President Charles E. Oakes. 

Four other electric companies were 
awarded Honorable Mention Certif- 
icates, including the Union Electric Co. 
of Missouri; New York State Electric 
and Gas Corp.; last year’s winning com- 
pany, Wisconsin Power and Light Co.; 
and Nova Scotia Light and Power Co., 
Ltd. 

Twenty-three employees of the Union 
Electric Co. of Missouri received the 
Claude L. Matthews Valor Award, es- 
tablished by Claude L. Matthews, Pres- 
ident of the W. N. Matthews Corp., to 
honor acts of devotion to duty wherein 
electric company personnel exercise ex- 
traordinary courage in efforts to maintain 
important electric service or to restore 
service in the shortest possible time. 

The 23 Union Electric Co. employees 
cited for valor at the convention were 
specifically honored for their courage 
and resourcefulness in maintaining elec- 
tric service across swift-running Mis- 
souri River flood waters in July, 1951, 
which threatened to disrupt the water 
supply, fire protection, hospitals, schools, 
and other important activities and ser- 
vices of St. Charles, Mo. 

“The bravery, outstanding ingenuity, 
and perseverance shown by the members 
of this group in coping with unusual and 
hazardous conditions are in keeping with 
the highest traditions of the electric util- 
ity industry,” the award citation stated, 
“and will stand as a continuing inspira- 
tion to the men of the industry in ser- 
vice to the public.” 

Mr. Matthews, the donor, was on 





Rosert P. Briccs 


Executive Vice President, 
Consumers Power Co. 


EDISON ELECTRIC INSTITUTE BULLETIN 





Watter H. SAmMMIs 
Newly Elected Vice President 
of the Institute 


7JALTER H. SAMMIS, President of 
The Ohio Edison Co., and Chairman 
of the Board of the Pennsylvania Power Co., 
was elected Vice President of the Edison 
Electric Institute at the Twentieth Annual 
EEI Convention in Cleveland. He will hold 
office for the next year, succeeding Bayard 
L. England, President of Atlantic City Elec- 
tric Co., who has assumed the presidency of 
the Institute. 
Born in Hempstead, Long Island, Mr. 
Sammis worked his way through Columbia 
University, graduating in 1917. During his 


hand to make the presentations in person, 
and the following are the Union Elec- 
tric Co. employees named in the citation: 
R. C. Babka, Hobert Biermann, Milton 
Bruns, Carl Classen, I. L. Ditch, K. D. 
Dolde, E. W. Fahrenhorst, J. W. Gil- 
bert, E. J. Giltner, J. A. Jobe, Chester 
Keller, H. M. McGuire, J. F. Miklovic, 
D. A. Neumann, H. D. Rilling, J. H. 
Rose, R. J. Shillito, A. R. Smith, W. R. 
Sorby, F. J. Spitznagel, S. S. Starr, D. 
D. Walkenhorst, and L. J. Watts. 

On Tuesday noon, Philco Corp. 
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summer vacations, he gained practical elec- 
trical experience by working as an electri- 
cian’s helper for the Brooklyn Rapid Transit 
Co. and as a switchboard operator for the 
Public Service Co. of New Jersey. Following 
Navy service in World War I, in 1920 he 
entered the employ of Consumers Power Co., 
which was a subsidiary of a Commonwealth 
and Southern Corp. predecessor. In 1929 he 
became assistant to the vice president of 
Commonwealth and in 1938, vice president 
and director of Commonwealth. He was 
named a vice president and director of Ohio 
Edison Co. and of Pennsylvania Power Co., 
both Commonwealth subsidiaries, in 1933 
and was elected president of Ohio Edison 
in 1944, president of Pennsylvania Power 
Co. in 1937, and chairman of Pennsylvania 
Power in 1950. 

In late 1949, Ohio Edison became an in- 
dependent company upon the dissolution of 
Commonwealth and, under Mr. Sammis’ 
guidance, almost immediately acquired The 
Ohio Public Service Co. from Cities Service 
Co., which company had been ordered to 
dispose of its interests in Ohio Public Service 
by the SEC. With the approval of the 
Securities and Exchange Commission and 
the Public Utilities Commission in Ohio, the 
acquisition and resulting merger was com- 
pleted in about six months, in an operation 
so outstanding, with such benefits to consum- 
ers, stockholders, and employees, that Mr. 
Sammis’ company was chosen as a finalist in 
competing for the Charles A. Coffin Award, 
emblematic of highest achievement in the 
electric industry. 

Mr. Sammis, who in previous years has 
been a member of the EEI Board of Direc- 
tors, just completed service on the EEI Ad- 
visory Committee and, at the recent conven- 
tion, was again elected to the board. 


played host to the ladies at a luncheon 
held in the Rainbow Room of the Carter 
Hotel, at which time Bonwit Teller 
staged a fashion show featuring the de- 
signs of nationally known couturiers. On 
Tuesday evening, delegates and guests 
were invited to buffet suppers, held in 
the Rainbow Room of the Carter, the 
Grand Ballroom of the Statler, and the 
Ballroom of the Hollenden, at which the 
Institute was host. 

The highlight of the entertainment 
fare was the appearance of the Cleveland 
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Executive Vice President, 
Southern California Edi- 

son Co. 


WALKER L. CISLER 


President, The Detroit 
Edison Co. 
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Charles E. Oakes (left), President, Pennsylvania Power 

& Light Co., accepts the Reddy Kilowatt Annual Report 

Award for his company. Ash Collins, Director, Reddy 
Kilowatt Service, makes the presentation. 


Orchestra, under the baton of Associate 
Conductor Rudolph Ringwall, in a spe- 
cial program of musical entertainment 
presented through the courtesy of West- 
inghouse Corp. in the Arena of the 
Public Auditorium on ‘Tuesday night. 
With popular television actress Betty 
Furness as mistress of ceremonies, har- 
monica virtuoso John Sebastian as fea- 
tured soloist, and singer Mary Martha 
Briney, star of radio, television, and 
light opera, the program combined the 
talents of these engaging personalities 
with the excellence of Cleveland’s justly 
famed symphonic group in an evening’s 
entertainment which was both relaxing 
and diverting. Upon completion of the 
program, music for dancing was provided 
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at the Cleveland, Statler, and Hollenden 
Hotels. 

In giving grateful acknowledgment 
to the many individuals and organiza- 
tions whose wholehearted cooperation 
made the I'wentieth Annual Convention 
a memorable meeting, Mr. Gadsby ex- 
pressed thanks to Vhe Ohio Electric 
Utility Institute, which acted as host to 
the meeting, and to members of the 
Cleveland Electric Illuminating Co.., 
who so ably handled convention details. 
Mr. Gadsby also cited the Convention 
Program Committee, composed of Paul 
B. McKee, President of Pacific Power 
& Light Co., Chairman, Elmer L. Lind- 
seth, President of The Cleveland Electric 
Illuminating Co., and Alexander M. 
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Claude L. Matthews (center), President, W. N. Matthews Corp., presenting 

the Matthews Valor Award Certificate to R. E. Moody, Union Electric Co. 

Executive Vice President, while George E. Whitwell (left), Chairman, EEI 
Prize Awards Committee, looks on. 


Beebee, President of the Rochester Gas 
and Electric Corp., for an outstanding 
job of selecting a fine group of speakers 
and topical subjects. 

Sincere appreciation was extended to 
the Westinghouse Electric Corp. and 
Philco Corp. for their contributions to 
the success of the meeting, and the Gen- 
eral Electric Co. is also to be commended 
for arranging an interesting and inform- 
ative excursion to Nela Park for dele- 
gates and guests. 

Electrical W orld likewise received de- 
served praise for publication of the 
Unconventional Daily, the convention’s 
own newspaper, with its excellent cov- 
erage of convention events, activities, 
and_ personalities. 








Among the 23 Union Electric Co. of Missouri employees who were recipients of the Matthews Valor Award at the 20th Annual EEI Con- 


vention were (left to right) E. W. Fahrenhorst, J. A. Jobe, L. 1. Watts, S. S. Starr, A. R. Smith, Carl Classen, H. D. Rilling, R. C. Babka, 
Le: Miklovic, Milton Bruns, I. L. Ditch, W. R. Sorby, H. M. McGuire, (front) R. J. Shillito, (back) H. O. Biermann, D. D. Walkenhorst, 
(front) Chester Keller, (back) K. D. Dolde, J. W. Gilbert, F. J. Spitznagel, and E. J. Giltner. Each award winner received a medal. 
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The President’s Address 


By George M. Gadsby 


President, Utah Power & Light Company, and President, Edison Electric Institute 


An address before the Twentieth Annual Convention of the Edison Electric Institute, Cleveland, 


T is my pleasure, on behalf of the 
Board of Directors, officers, and 
staff of the Edison Electric Insti- 
tute to welcome you formally to this, 
our Twentieth Annual Convention. 
Thanks to the untiring and effective 
work of the Convention Program Com- 
mittee, consisting of Paul B. McKee, 
Chairman, Alexander M. Beebee, and 
Elmer L. Lindseth, each a president of 
a great electric company organization, 
we are able to present to you a diversi- 
fied, timely, and instructive program of 
subjects which will highlight the im- 
portant areas of our fields of activity. 
At our convention last year in Denver, 
President Louis V. Sutton, viewing the 
rapidly increasing requirements for elec- 
tric power and recognizing the _possi- 
bility of slippages in the manufacturers’ 
schedules, still had the courage to say: 
When the increased power demand 
falls on our systems, we know from 
previous experience that we will have 
available increased capability with 
which to fill it. 


Accomplishments During Year 

He was right. The peak load for 
1951 increased about 5.8 million kilo- 
watts, while total system capabilities in- 
creased more than 7.3 million kilowatts. 
In only one section of the country was 
the possibility of a power shortage suf- 
ficiently serious to warrant a power allo- 
cation order from the Defense Electric 
Power Administration, and this order 
did not have to be put into effect be- 
cause of timely rains which restored the 
area’s capability to a level above load 
requirements. ‘Temporary threats of 
shortages in other very localized areas 
were met by cooperation between elec- 
tric companies and their large power 
users. Experience over the years, in- 
cluding other periods when for local 
reasons power shortages seemed im- 
minent, has proven that Federal inter- 
vention is not required to take care of 
these situations, and that to the con- 
trary, such curtailment orders as have 
in the past been issued have been psycho- 
logically disturbing and electrically of 
small consequence. ‘The men in actual 
operation of the generating plants, re- 


Ohio, June 2, 1952 





Gerorce M. Gapssy 


gardless of ownership, can handle diff- 
cult situations more quickly and more 
effectively than any agency situated in 
Washington. 

The great strength which has been 
demonstrated, not only by individual 
electric companies but by combinations 
of companies working together to meet 
unusually large requirements, justifies 
our deep satisfaction in the fact that 
there has been no power shortage and 
our confidence in asserting that, if per- 
mitted to operate in the atmosphere of 
our American way of doing things, there 
will be no power shortage. 

Having made these basic assertions, 
let us take a quick look at the support- 
ing facts. During 1951, in this country, 
6,979,000 kilowatts of new power gen- 
erating capacity were added in plants 
contributing to the public supply and in 
industrial plants. This figure is not to 
be confused with the increase in capa- 
bility, since factors other than installed 
capacity affect peaking capability. The 
investor-owned companies installed 70 
per cent of the new 1951 capacity; Fed- 
eral and other governmental installa- 
tions accounted for 25 per cent; and ad- 
ditional installations in industrial and 
railway plants, the remaining 5 per cent. 
At the end of the year, our country led 
the world by a wide margin in available 
power, having a grand total of almost 


90 million kilowatts, an increase over 
1950 of about 8.5 per cent. 

These figures fail to give the dramatic 
picture of the addition in one year of 
one-twelfth of the total capacity pre- 
viously installed since the electric in- 
dustry began some 70 years ago. This 
accomplishment came not from panic 
spending, but as a result of careful plan- 
ning by competent minds since World 
War Il. This planning and building 
was accomplished by manufacturers as 
well as by utility operators, and our full 
mead of praise must go to this country’s 
giants who make the prime movers, boil- 
ers, switching and control equipment, 
plus the multitude of auxiliary apparatus 
found in the modern hydro- and steam- 
generating stations. 

This expansion costs money, big 
During each of the past three 
years, our electric companies have spent 
over two billion dollars for bigger and 
better facilities. In order to get some 
perspective on expenditures of this mag- 
nitude, consider the figures coming out 
of a McGraw-Hill survey for the two 
years 1951 and 1952. This showed that 
40 billion dollars will be spent for en- 
largement of industrial plants of all 
kinds, and almost seven billion dollars 
of this will be for electric facilities. In 
this two-year period the industrial ca- 
pacity of the country will increase 16 
per cent, or an amount equivalent to 
one-sixth of total investment in indus- 
trial plant built in all the years of our 
previous history. 


money. 


Plans for the Future 

Taking a short look into the future 
plans which are definite, it is indicated 
that the 12 billion dollar investment in 
electric service facilities at the end of 
World War II will multiply two and 
one-half times to a total of 30 billion 
dollars by the end of 1954. Do you re- 
call not so long ago in Washington there 
was a school of thought which held that 
industrially America was overexpanded 
and complained because prices had to re- 
flect the carrying charges on this excess 
capacity? How shortsighted can those 
economists be ? 

Let us take a quick reference to the 








Page 216 


latest results coming from the Institute 
Power Survey Committee. For the 
country as a whole, the committee’s 11th 
semi-annual survey, made this spring, 
shows for calendar year 1952, with 
median water conditions, an increase of 
about nine million kilowatts in capa- 
bility and a peak load growth of some 
ten million kilowatts. Assuming that 
plant expansion will continue to keep 
reasonably well on schedule, this means 
we will wind up the year with a gross 
margin of capability over load in excess 
of seven million kilowatts. The per- 
centage of reserve will not be as large 
as we used to believe was desirable, but 
with the better integration of neighbor 
systems and the operating abilities of our 
system operators, I believe this margin 
will suffice. 


Engineers Think Ahead 


In practically every issue of our trade 
magazines we find reference to the start 
of a new plant or the enlargement of an 
existing plant all over the country. Our 
engineers are now projecting the new ca- 
pacity to go on the line in 1955 and 1956 
and are thinking in terms of 1960. Their 
minds run not alone to numbers of kilo- 
watts, but to higher and higher effi- 
ciency, larger unit sizes, higher steam 
pressures, and an entirely new level of 
transmission voltages. Last March in 
an address entitled “Vision and Power,” 
Philip Sporn, President of the Ameri- 
can Gas and Electric Co., presented to 
the first American Power Conference an 
excellent portrayal of advance thinking. 
Among other things he said: 


If we are to get maximum utiliza- 
tion of electric power, we need the 
most economical development and the 
most economical operation. . . . Pro- 
duction of electric power is a most 
complex and unique technical eco- 
nomic operation. ... This... calls 
for a great deal of advance planning 
to avoid obsolescence due to inade- 
quacy ; that in turn means long reaches 
into the future. For unless the fog 
of the future is pierced by vision, 
neither size nor technical dimensions 
can be visualized. As a matter of 
fact, unless the social-economic trends 
are visualized, the very foundation for 
future systems cannot be developed. 
In short, sound development of power 
systems is not possible unless boldness 
and imagination—vision—in projec- 
tion and conception are liberally inter- 
mingled with technical soundness and 
economic responsibility. 

From my own experience in the past 
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two years I can testify to the rapid pace 
the engineers are keeping. The dupli- 
cate in name-plate rating of a plant 
which started operation in 1951 will, 
when it starts generating this coming fall 
of 1952, embody new features so that 
with the same name-plate rated gen- 
erator, the actual output capability will 
be 131% per cent higher and the efficiency 
7% per cent better. 


Burdens of Taxation 


This result requires more capital, and 
this is where taxes and inflation play an 
increasingly villainous role. Our burden- 
some tax structure strikes from three 
angles: first, the additional equipment 
cost per kilowatt to compensate for 
higher taxes all the way back to the raw 
materials; second, the tighter money 
market because of the heavier drain on 
the investor’s income to supply the in- 
satiable demands of the Federal treasury ; 
and third, the withering effect of taxes 
on labor’s take-home pay. In the last 
case, the consequent resentment is not so 
much against the profligate government 
spender as it is against the boss, who be- 
comes the only tangible target against 
which the aggrieved employee can vent 
his displeasure. 

New plant equipment is increasingly 
complex and expensive, which _ brings 
new problems of personnel. In the mod- 
ern steam-generating plant the invest- 
ment per operating employee may well 
reach the astounding total of $300,000. 
By the same token, employee qualifica- 
tions are being raised, so more and more 
emphasis is put upon education and ex- 
perience in filling personnel requirements. 


Cause of Labor Difficulties 


As strikes and labor difficulties sweep 
the country, we must realize that taxa- 
tion of the individual is one of the root 
causes. Then, paradoxically, out of em- 
ployee dissatisfaction, no matter how 
caused, comes a demand for government 
interference and a greater reliance upon 
the labor boss who can exercise control 
over the executive and administrative de- 
partments, rather than an understanding 
of the true cause of the economic upset 
and application of the right methods of 
solution. We cannot shut our eyes to the 
developments of the past weeks and 
months. When thinking of personnel 
needs and relationships, facts as they 
confront us must be taken into account, 
and our best efforts must be aimed at 
straightening out current faulty eco- 
nomic thinking. Otherwise there will be 
much truth in this little poem: 
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Blessings on thee little man, 
Barefoot boy with cheek of tan. 
Trudging down the dusty lane 
Without a thought of care or pain. 
You’re our best and only bet 
To pay off the national debt. 
Have your fun now while you can 
Soon you may be a barefoot man. 


If you have followed me thus far, you 
have beheld the magnificent power plant 
rising against the skyline and envisioned 
the further magnificence and efficiency in 
the still greater plant on the drawing 
board in the engineering department. 
About this time it may be well to stroll 
across the hall and see what the execu- 
tive responsible for financing has on his 
mind. ‘The pattern of financing new 
plant requirements is quite well estab- 
lished and I will not take time to discuss 
it other than to point out that borrow- 
ings are providing up to 60 per cent of 
capital requirements with stock sales and 
retarned earnings, classified as equity 
money, furnishing the remainder. 


Increase in Cost of Money 


Looking back, it is fortunate that re- 
funding operations which began some ten 
years ago were covered in a time of low- 
cost, long-term funds. When we go to 
the market now it is for new money 
which must come from current savings 
rather than reinvestment of funds de- 
rived from repayment of earlier obliga- 
tions. This fact, plus the enormous capi- 
tal requirements for industrial plant 
expansion outside our industry, has re- 
sulted in a normal, and I believe healthy, 
increase in the cost of money. Ample 
funds are still available if the borrower 
meets the market price. One of the great- 
est tributes paid to our industry is the 
evidence of faith on the part of institu- 
tional investors in us and in the private 
enterprise system. This is even more pro- 
nounced in the market absorption of 
large amounts of equity securities. I 
would like to quote from that source of 
wisdom called upon in many an electric 
company man’s speech of the past few 
years. In an address before the National 
Conference of Electric and Gas Utility 
Accountants in April, Charles E. Oakes 
said: 

In 1951 the gross proceeds from the 
sale of new common and _ preferred 
stocks for all corporations totalled 2.1 
billion dollars, of which the electric, 
gas, and water utilities accounted for 
35 per cent. This is competition for 
the investor’s dollar with a vengeance 
—competition which we may expect to 
prevail for some years ahead. Note 
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that the utility industry with a gross 
of only one-thirtieth of all industry 
must provide funds for constructing 
one-sixth of all plant, and to do so 
must call on equity investors for one- 
third of available equity funds each 
year. This is competition compounded. 
It is all very well to talk about in- 
vestor confidence, but we must not over- 
look the indisputable fact that continued 
confidence must rest on a solid founda- 
tion of performance and earnings. The 
engineering feats of our utility and man- 
ufacturing companies coupled with low 
cost of capital funds have combined to 
make the price performance of electric 
service phenomenal. The almost un- 
broken record of rate decreases con- 
tinued, even though in a diminishing de- 
gree, until the past two or three years. 
Since then the very nature of our rate 
structures has maintained a decline in the 
average cost per kilowatthour. Now we 
can see no new factors which, by reducing 
over-all costs, will offset the upward pres- 
sure of inflation and taxes. This leaves 
but one avenue open and that is to in- 
crease rates so as to produce a return 
which will attract the new money for the 
expansion program. I am_ suggesting 
nothing new. Already some 265 rate in- 
creases have been granted, and 55 or 60 
additional applications are pending. Yet, 
with all, the average price for power is 
still less than it was in 1940, 


Processes of Regulation 


While we believe in local regulation 
of rates fully to protect the public inter- 
est, we must face the fact that the proc- 
esses of regulation often place changes in 
rates, be they increases or decreases, out 
of step with unregulated prices. Such a 
condition to a measure prevails today 
when the steep uptrend in the wholesale 
prices is levelling off at the time when 
electric companies must seek their in- 
creases. The resistance to the increases in 
the electric rate schedules stems more 
from a-feeling against the fact of the 
increase than its monetary effect. In 1951 
electricity represented but one and one- 
eighth cents out of the dollar value of 
goods and services produced and but 
seven-eighths of a cent per dollar of per- 
sonal income. 

Coupled with the consideration of 
rates is the need for intensified sales ef- 
forts to produce the revenues essential 
for support of the new capital invested 
in our properties. Each time it has ap- 
peared that there would be a levelling 
off of demand and aggressive sales efforts 
would be called into play, some external 
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cause has intervened and _ postponed 
S-day. Early in 1950 it looked as though 
the upsurge following World War II 
had about been met, and soon the sales- 
man should take to the road. The police 
action in Korea changed this overnight. 
Production for defense created new re- 
quirements of a high order of magnitude 
so that since the beginning of 1951 seri- 
ous consideration has been given to cur- 
tailment of even such sales efforts as 
were being practiced. 


More Emphasis on Salesmanship 


We are now confronted with a some- 
what unusual situation in that civilian 
consumer purchasing is declining, while 
savings are increasing. Certainly all 
consumer wants have not been filled, 
and it would appear that the reason 
must be a hold-back on the part of 
people to buy the things they would 
like to have even though they have the 
money in the bank to satisfy that de- 
sire. Credit controls have been a factor 
but they are now being released. I sug- 
gest case study of this situation by each 
company in its own locality to the end 
that the almost forgotten techniques of 
salesmanship be taken out of mothballs 
and more liberal appropriations of time 
and money be made for the sales depart- 
ment, including more funds for adver- 
tising. The fact that many of our 
companies have discontinued direct mer- 
chandising does not mean that company 
sales efforts are not as important as they 
ever were. 

Farm electrification is far behind the 
progress made in the industrial plant, 
and now is the time to sell the farmer on 
the basis of electrification for his own 
profit. ‘The rapid progress which has 
been made in taking electricity to the 
farm through the combined efforts of the 
electric companies and the rural cooper- 
atives has enlarged this opportunity until 
it embraces almost all the farms in Amer- 
ica. Based on Institute data as of the end 
of last year, electricity was used or avail- 
able to more than 4,650,000 farms, 
229,000 of which were added during 
1951. Our agricultural colleges are com- 
ing up with constructive results and 
plans for streamlining farm operations, 
adapting methods to 
farm processes. I strongly urge power 


production-line 


companies to re-activate the cooperative 
groups of farmers, agricultural colleges, 
county agents, and manufacturers, fol- 
lowing the pattern of 25 years ago when 
the Committees on Relations of Elec- 
tricity to Agriculture gave great impetus 
to and obtained magnificent results in 
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farm electrification. The opportunities 
today are greater than at any time in 
the past. 

Closely aligned to production for 
profit on the farm is the intelligent devel- 
opment of stream management, viewed 
from what should be the primary objec- 
tives of soil conservation and stream con- 
trol. It seems to me that these considera- 
tions should take considerable precedence 
over navigation and complete priority 
over power development. My only sug- 
gestion with reference to this broad sub- 
ject is that our electric companies are 
perhaps closer to regional needs than any 
other agency and through careful study 
should qualify for taking part in local 
cooperative efforts aimed at most bene- 
ficial use of our waters and the preven- 
tion of improvident political considera- 
tions which may impose a heavy penalty 
on future generations. 

The development of America and the 
unique advantages it now holds over all 
the rest of the world stem from our sys- 
tem of private enterprise and the basic 
theory incorporated by the founding 
fathers in the Declaration of Indepen- 
dence and the Constitution that govern- 
ment should be limited in power and 
exist only by and with the consent of the 
governed. As we study this foundation of 
our governmental structure, we cannot 
but believe that every safeguard the 
mortal mind of man could conceive was 
written into those basic documents to 
protect against a government by man and 
usurpation of power by a central govern- 
ment. In recent years keen minds have 
searched for crevices in that structure 
and interpretive openings through which 
new powers might be collected and ex- 
ercised to the detriment of local author- 
ity and individual rights. Some of these 
attempts have been turned back, but all 
too many have prevailed. 

Lack of Unity Weakens Defense 

As a result of some faults and failings 
in our business procedures which have 
been exploited out of all proportion by 
those ambitious for the seizure of power, 
we have reached a point of real danger. 
The lack of unity among the various 
segments of business, and for that matter 
within different parts of our own indus- 
try, has weakened the defense which 
should have been made against these 
changes in our basic form of government. 
Can we now face the facts with courage? 

In our industrial undertakings two 
elements are common to all. These are 
energy and labor. A monopoly of either 
carries with it control over every type 
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and form of industry and business. Vhis 
fact was early realized by avowed social- 
ists in this country, who mapped out and 
published an over-all plan for the na- 
tionalization of the electricity supply. 
We have witnessed too frequently the 
power of a labor organization, motivated 
by its own selfish aims, seriously curtail 
the functioning of our whole industrial 
machine and bring the government to 
heel. It is not too broad a statement to 
say that monopolist control by govern- 
ment or labor leaders of either or both 
of these essential ingredients of indus- 
trial production means the end of human 
liberty. In conducting the fight we have 
against the encroachment of the Federal 
government in a proprietary capacity in 
the manufacture and sale of electricity 
we have been fighting for the freedom of 
all industry. In a few short years we 
have seen the theory of incidental power 
transformed into the practice of trans- 
cendental power. 


Misuse of Preference Clause 


By distortion of the intent of Congress 
as expressed in the Rivers and Harbors 
Act of 1944 the Department of the In- 
terior has used the so-called preference 
clause not to protect the interests of the 
various agencies enumerated in the Act, 
but in a highly discriminatory manner to 
justify construction of expensive and 
unnecessary transmission lines at the ex- 
pense of the taxpayer and to the serious 
hurt of the electric companies established 
in the areas affected. 

The Institute has long been aware of 
and has studied intensively the problems 
arising from the marketing of electric 
power by agencies of the Federal govern- 
ment. Two years ago EEI formally 
stated its basic position in response to an 
inquiry from the President’s Water Re- 
sources Policy Commission. There is a 
growing realization by many taxpayers, 
members of Congress, and the consuming 
public of the need for achievement of the 
best principles and practices in marketing 
Federal power. The complexity of past 
practices should be simplified, and a fair, 
reasonable, and equitable program should 
be adopted to give recognition to the 
rights of all U. S. citizens and direction 
to the soundest functions of their na- 
tional government. Every family in the 
United States is involved either as con- 
sumers of electricity or as taxpayers or 
both. 

The taxpayers will not support costly 
Federal power programs _ indefinitely 
when they understand that they can get 
as much or more from private enterprise 
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which operates under full public regu- 
latory procedures. Much work needs to 
be done more fully to advise the public 
about the waste factor involved in the 
construction of some generating facilities 
and transmission lines by the Federal 
agencies when our companies are spend- 
ing enormous sums to expand their facil- 
ities to meet the requirements of people 
in their operating areas. This Institute is 
collaborating with all organizations, both 
in and outside of the electric industry, 
which seek a constructive solution to 
these matters. Of course, the activities of 
the electric industry and others, leading 
to this desirable achievement, have al- 
ready provoked severe criticism from 
those who believe in the predominance of 
the socialistic viewpoints of Federal pub- 
lic power planners. More attacks can be 
expected, but we can confidently believe 
that eventually right principles will pre- 
vail and have the support of a large 
majority of the American people. 

Recently the public power group en- 
listed the aid of the President. Perhaps 
without full consideration on his part he 
signed a letter containing inaccuracies 
and fundamental misconceptions of rate 
regulation as provided in every regula- 
tory law governing electric company 
rates. You may recall this letter, charg- 
ing that if the Department of the In- 
terior interpretation of the preference 
clause is not sustained and the big appro- 
priations sought for duplicating trans- 
mission lines are not approved it would 
open the way for electric companies to 
make enormous monopolistic profits on 
the investment made by the Federal gov- 
ernment for all the people. 


Just and Reasonable Return 


Mr. Truman should have known, and 
probably does know, that electric com- 
panies are allowed under all regulatory 
laws to earn only a just and reasonable 
return upon their investment in property 
used and useful for rendering service to 
the public. If the government builds 
dams and power houses and the electric 
companies have access to the power gen- 
erated for distribution to their custom- 
ers, they can make no profit whatsoever 
on the investment made by the govern- 
ment. They can only earn their “‘just and 
reasonable return’? upon the investment 
made entirely at the company’s expense 
in transmission lines, substations, and 
other facilities for delivering the govern- 
ment energy from the power plant to the 
customer. The President’s concern ap- 
parently goes only to that part of the 
public served by publicly-owned systems 
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and the cooperatives within this favored 
circle from which 80 per cent of the 
people of the country served by the in- 
vestor-owned utilities are excluded. Just 
another example of the government exer- 
cising monopolistic power for the benefit 
of a privileged few. 


Private vs. Public Power 


There are now before the country 
some specific cases which stand forth in 
stark realism in the struggle of the pub- 
lic power group for socializing the na- 
tion’s power supply. I shall enumerate 
four of the instances in which the Sec- 
retary of the Interior is attempting to 
stop development by private capital and 
pour hundreds of millions of dollars of 
taxpayers’ money into the socialistic 
scheme. 

In each instance private capital is pre- 
pared to proceed promptly, efficiently, 
and more rapidly than the Secretary even 
claims would be possible if the projects 
were turned over to his department for 
development. These specific projects are 
the Niagara River Redevelopment Plan, 
the Hells Canyon project on the Snake 
River in Idaho, the Kings River Devel- 
opment in California, and the Roanoke 
River Rapids in North Carolina. The 
determination of these cases will mark 
the future for this country in the battle 
of socialism versus American enterprise. 

Perhaps the greatest need of our coun- 
try today is mutual trust and under- 
standing among every segment of our 
people—government, labor, capital, man- 
agement, and the so-called “general pub- 
lic,” which after all is nothing but a 
combination of the other groups. If the 
ultimate impact on the American indi- 
vidual were the directing motive of each 
of these groups, we would have coopera- 
tion instead of strife, amity instead of ill 
will, constructive correction of wrongs 
and poor practices instead of evil poison- 
ing of the minds of one class against an- 
other. Great as this country is and 
tremendous as is its production, our 
standard of living and outpouring of 
goods and services of all kinds would be 
augmented to a miraculous degree if the 
Golden Rule and the Eleventh Com- 
mandment became the criteria of our 
policies and actions. 

I can, with great sincerity, repeat the 
words of all of my predecessors when 
they stood as I do today at the exit door 
of their term of office. The past year has 
been one of considerable effort and rather 
strenuous travelling about the country, 
but the opportunity to become acquainted 

(Continued on page 221) 
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Power Supply Systems 


By J. H. Foote 


lice President, Commonwealth Services Inc., and Chairman, EEI Electrical 


Equipment Committee 


An address before the Twentieth Annual Convention cf the Edison Electric Institute, 


IG things have been accomplished 
in power engineering in the past 
few years. As an indication of 

some of these accomplishments, major 
steam plants of highest efficiency are 
today being built for $150 per kilowatt 
compared with $125 in 1947 and $100 
in 1940. Compare these figures with the 
general construction cost index which 
today is from two to two and one-half 
times what it was ten or 15 years ago. 
To our own engineers and to the equip- 
ment manufacturers belongs the credit 
for this remarkable performance in 
power plant construction in the face of 
rising costs. The average investment in 
total plant facilities per customer today 
is less than $500—not significantly high- 
er than in 1940 or in the 1920's, for 
that matter, while the construction cost 
index has more than doubled. This af- 
fords again an over-all measure of real 
accomplishment on the part of our en- 
gineers in their design and construction 
supervision and of the manufacturers in 
furnishing equipment to go into that de- 
sign and construction. 

Nor does this remarkable evidence of 
holding down capital cost give the full 
measure of our engineering accomplish- 
ments. In the meantime, operating costs 
within the control of the engineers have 
been held down in similar fashion, while 
reliability of service has been substan- 
tially improved. 

One further over-all indication of the 
fruits of alert, aggressive, and compe- 
tent engineering: In the face of a rise in 
taxes from 17.7 per cent of revenue in 
1940 to 23 per cent at the end of 1951, 
of an increase in the hourly rate of pay 
including cost of fringe benefits of about 
double that in 1940, and of an average 
rise in cost of coal from $3.40 to $6.05 
per ton, the average price per kilowatt- 
hour sold to the residential customer 
dropped from 3.84 cents in 1940 to 2.81 
cents in 1951]. 


I realize that this reduction in price 


Cleveland, Ohio, June 2, 1952 
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was brought about by the doubling of 
the customers’ use of electricity in this 
period and that under the industry's 
system this entitled 
him to a decrease in the unit cost. But 
these additional largely 
come from new plant, and this extraor- 


promotional rate 
kilowatthours 


dinary performance has been made pos- 
sible through the integration of engi- 
neering and technical improvements in 
design, construction, and operation. I 
know of no other item in the family bud- 
get that can show the record of the cost 
of electricity. Our well-directed efforts 
have borne fruit. 


Challenge to Engineers 

The years since the close of World 
War II have brought forth a challenge 
to the engineers of the electric light and 
power industry unparalleled in history. 
I have briefly described results which 
show that the engineers have more than 
met the challenge to accomplish the 
seemingly impossible. 

Electrical loads are in 
doubling since the building of prewar 
plant and the hours use of that load 
has increased, putting extra burden on 


process of 


equipment. Unit costs of material, labor, 
and construction have more than dou- 
bled. The price of fuel and operating 
labor has increased tremendously. Fed- 
eral taxes, rights of way, and other costs 
have so increased as to. significantly 
affect the economic aspects of engineering 
problems. 

To solve these problems of power 
supply the electric light and power in- 
dustry has moved with resolution and 
dispatch. Plans have been prepared, ap- 
propriations have been made, construc- 
tion has proceeded, and operating ar- 
rangements have been effected, all of 
which are bringing to customers a full 
measure of additional service of excellent 
quality and bargain price. Engineering 
plans and construction are continuing to 
proceed to meet the unprecedented de- 
mands expected in the years ahead. 

How great an increase in power pro- 
duction has been accomplished may be 
visualized by considering that the total 
amount of electric generating equipment 
installed and now on order since the out- 
break of World War II is roughly equal 
to the total electric load of the industry 
at that time. And the electric transform- 
ing, transmitting, and distributing sys- 
tems are also in process of expansion to 
carry these tremendous increases in load. 

Among the technical and engineering 
advances made by the industry are: 

1. The use of very large generating 

units employing steam  tempera- 
tures and pressures of higher val- 
ues with consequent savings in fuel. 

Machines of up to 200,000-kw size 

are now designed for 1050 F, and 

1100 F will presently be in opera- 

tion on at least one system. 

2. Pushing beyond the economy pos- 
sible even with these high tempera- 
tures and pressures, the industry 
has recently committed for millions 
of kilowatts of reheat generating 
equipment designed for these new 
steam conditions, and giving prom- 
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ise of significant operating econ- 
omies. 

3. Construction cost has been reduced 
through the reduction in building 
volume, or through the actual elim- 
ination of much of the enclosing 
buildings. 

4. Skillful arrangements of controls 
and attention to the design to re- 
duce the number of operating posi- 
tions have saved operating expense 
and have increased reliability. 

5. Attention to details of 
couplings, physical clearances, and 


bearings 


maintenance facilities has improved 
the reliability of all 
plant equipment. 


generating 


6. Improvements in reliability make 
possible savings through the sched- 
uling for maintenance a great deal 
of the essential equipment in the 
generating plant, together with re- 
duction in investment for 

equipment. 

While these generating plant improve- 
ments have tended to “‘steal the show,” 
other departments have likewise pro- 
gressed in engineering. Solution of many 
problems necessitates gradual application 
on added and existing facilities, rather 
than a completely new approach or de- 


spare 


sign such as may be applied in a new gen- 


erating plant. Continued attention is 
essential for full realization of benefits, 
and the results do not ordinarily lend 
themselves to simple measuring of per- 
These advances are 


centage or cost. 


nevertheless of great importance. 


Reliability of Transmission Lines 

Main power transmission lines today 
are carrying heavier loads than ever be- 
fore, and at the same time the reliability 
of these lines and associated equipment 
is being increased through more scientific 
design. Improved relaying and _ rapid 
reclosure of circuit breakers when trip- 
outs do occur have increased the service 
continuity of lines so that the availability 
factor of transmission circuits is extreme- 
ly high. At the same time, investment in 
lines and switching equipment is signifi- 
cantly restrained. 

The construction and testing of an 
actual 500,000-ky transmission line by 
one company provided full-scale test and 
research facilities never before available. 
The know - how of large - scale, high - 
voltage power transmission received a 
tremendous boost thereby. 

The value of street space, rights of 
way and property, combined with the 
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substantial savings possible if duplication 
of facilities can be reduced or eliminated 
as such, have afforded a fertile field for 
engineering design and evaluation of 
that part of the system between the 
major transmission and the distribution 
substations. In other than metropolitan 
areas or underground areas of large cities 
this is commonly referred to as_ sub- 
normally comprises 
overhead lines of 69 kv down to 23 kv 


transmission and 


or less. 


Fewer and Better Lines 

One way to save cost and improve 
operation is to build fewer but better 
lines. For example, it may be feasible 
to replace a system having old-style, 34.5- 
ky, double-circuit lines and connections 
with much better- performing 69-kv, 
single-circuit lines having lightning pro- 
fast 
relaying and immediate automatic re- 
closing, and enjoy greatly increased load- 
carrying ability with improved quality 


tection, co-ordinated insulation, 


of service. This may result in less plant 
investment than might be required if 
34.5 kv were to be retained and the load- 
carrying ability of the system increased 
at that voltage to handle the loads of 
tomorrow. On the other hand, the pres- 
ent lines and circuit breakers may be of 
modern design and there may be pole 
or street space for additional lines. In- 
vestigation will reveal the right answer. 
But investigation should be made. 
Throughout the industry distribution 
systems have been undergoing strength- 
ening, with engineering ingenuity as well 
as individuality definitely in evidence. 
The objective is, of course, to provide 
for the doubling and trebling of cus- 
tomer load which the future will un- 
questionably bring, while conserving the 
large investment in the existing systems. 
The 


engineering design are those of local con- 


biggest factors influencing the 
ditions, and they may lead to contrasting 
solutions. Illustrative of these methods 


of resolving individual situations are 


higher primary voltages or increased 
capacity of larger individual feeders at 
existing voltages, both to require fewer 
substations of larger units; simple unit- 
type substations; group regulation of 
feeders; load transfer facilities on lines 
outside of substations; and planned use 
of mobile substation units for distribu- 
tion system maintenance in lieu of du- 
plicate facilities. 

Developments in recent years have ad- 
vanced the use of sectionalizers, reclosers, 


switched capacitors, and pole-mounted 
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voltage regulators in solving the indi- 
vidual local problems of service contin- 
uity and voltage regulation. More use of 
these distribution tools is to be expected 
with the planned increases in circuit 
load ratings and substation capacities. 

Distribution structures are becoming 
so costly, set and dressed, that there is 
real meat in. design which gives each 
pole a substantial job to do and so speci- 
fies and locates it that replacement will 
be a long way off. Aerial cable develop- 
ments and improvements, combined with 
the ever-present and increasing problem 
of tree trimming and clearances, have 
increased interest in this type of con- 
struction in many areas. In other cases, 
main primary circuits may be run high 
over trees with spans of 300 to 400 feet, 
requiring a primary pole only once in 
an ordinary block, and with short poles 
carrying secondaries and services inter- 
spersed as required. 

Mobile substations of a size which 
may permit elimination of at least a 
portion of expensive duplicate and trans- 
fer equipment in distribution substations 
have 


been developed in collaboration 


with manufacturers. Further operating 
experience and analyses of maintenance 
problems, highway limitations, and sta- 
tion design may well effect added savings. 


Service to Farm Customers 

A marvelous job has been done in 
bringing reliable and economical power 
to farm customers so that company after 
company has been reporting electricity 
available to substantially all farms in 
their franchise territory. In general, this 
is single-phase service, and except for 
large motors, single-phase is probably en- 
tirely adequate for farm supply. 

While the typical farm is well served 
from such service, the use of electricity 
on many types of farms will economically 
increase many fold within the next few 
years. The patterns are being demon- 
strated in different parts of the country. 
The types of use of power vary with the 
territory and with the type of farm, but 
it is becoming very evident that opera- 
tions on very large farms may well jus- 
tify three-phase service. It is entirely 
possible that the demand for three-phase 
farm service within the next two decades 
may be sufficient to make it economically 
practicable to develop designs for equip- 
ment and lines which will start a new 
cycle of the use of electricity in agri- 
culture in certain areas of the land. 

Executive and 


operational manage- 
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ment has considerable opportunity to as- 
sist in engineering direction and in the 
good results to be realized by those re- 
sponsible for the analysis and design of 
the power system and its facilities. 

For example, the effectuation of a 
well-worked-out plan and program for 
serving an area may require a compara- 
tively substantial expenditure in the 
early stages to set up the plan with the 
first section of a new power supply. Ex- 
ecutive decision to alternatively expend 
initially less dollars with prospect of 
greater future expenditure even with the 
realization of a poorer scheme may well 
be justified by financial considerations, 
but it would seem wise to have at hand 
a complete picture of the alternative pro- 
grams worked completely through to a 
point with respect to load- 
carrying ability. 


common 


Again, the operating department may 
not be charged with responsibility for 
fixed charges but may be very much 
alive to reduction in operating and main- 
tenance expenses. Just what is the best 
balance in over-all annual costs may be 
determined by cooperative study by the 
several groups involved, the balance being 
evident when all the factors have been 
evaluated. Perhaps a change in practice 
relative to maintenance, testing or sched- 
uling, or a change in design to facilitate 
testing and maintenance may allow sig- 
nificant savings in plant investment. 

There is the matter of reliability and 
the calculated risk. For example, there 
are large systems whose _ generating 
plants have no spare exciters. There are 
equally large systems which provide 
spare exciters for generating plants with- 
out exception. Are there differing oper- 
ating practices which justify this dispar- 
ity in practice? Is the design of the ex- 
citation system such as to introduce ele- 
ments of unreliability? Or is it that the 
policy is “to be on the safe side?” The 
same thing may be said of transformers, 
both single- and three-phase, and of other 
equipment. The full evaluation of all 
the aspects of the situation might make 
possible a calculation of the cost and 
tisk factors and a determination of pol- 
icv with respect to spare equipment. 

It might be mentioned that policy 
with respect to responsibility for service 
interruptions is often more significant 
in determining the cost of a facility than 
would be imagined. Service interruptions 
of appreciable duration have generally 
become so rare that when one does occur 
through personnel or facility failure it 


EDISON ELECTRIC INSTITUTE BULLETIN 


Page 221 


The President’s Address 


(Continued from page 218) 


with so many of the fine people who con- 
stitute our industry has been a full and 
ample reward. 

Much of the work of the Institute re- 
ceives but little publicity and is visible to 
but the relatively few who are directly 
interested in such work. I can assure 
you, however, that our divisions and the 
committees comprising each of them are 
literally at work all the year round, and 
whether or not even they realize it, their 
end results are to enable our companies 
to do a better and more complete job in 
the service of our customers. I only wish 
time and my ability would permit such 


becomes a matter of high management 
concern. Whether the policy is one of 
cooperative evaluation of all the causes, 
the probability of repetition, the cure 
and the cost thereof, or whether other 
policies are felt to prevail may be a mat- 
ter for consideration. 

Restudy of the power supply systems 
and each of the elements has been demon- 
strated as genuinely profitable. Load 
surveys and forecasts, coupled with com- 
prehensive calcula- 
tions, show the way and provide a pat- 
tern of reinforcing or rebuilding for 
future loads. The important thing is to 
make the study and to make it compre- 
hensive—to take a fresh look at the per- 
formance history. Continuous planning 
is to salvage the good and improve the 
weak, and to look ahead another quarter- 
century in all construction. 


measurements and 


Finally, it seems important to suggest 
that active collaboration in the work of 
the engineering committees of the Edison 
Electric Institute may well afford large 
benefits to the company and to those 
working on the committees. In addition, 
the entire industry and those it serves 
benefit significantly. The achievements 
of the electric light and power industry, 
including those of an engineering nature, 
have been outstanding and are continu- 
ing to be outstanding because of the 
sharing of ideas and experiences, because 
of the collaboration of engineers and op- 
erators in the solution of knotty techni- 
cal and operational problems, and_be- 
cause of that incentive to accomplish 
results in terms of the more and the 
better for less and less which is resident 
in that feeling of personal responsibility 
inherent in the personnel fabric of a 
well-managed electric company. 


an acknowledgment of the work of these 
groups as would bring them to the at- 
tention of every utility man and woman 
as well as to the public whom they are 
directly serving. 

The headquarters staff, under the able 
direction of Colonel Bennion, is con- 
stantly alert, progressive, and possessed 
of true vision. It has been a great plea- 
sure to spend a considerable time with 
them at staff headquarters. During the 
year, progress has been made in coor- 
dinating more closely the activities of the 
Institute with our other industry or- 
ganizations. As a group they ably fill the 
needs of our member companies at both 
national and local levels. So long as these 
organizations can be kept coordinated 
and synchronized, I feel their work is 
being accomplished as efficiently and as 
economically as could be done, even if 
it were feasible to consolidate all the 
work into one organization. 

The most interesting and inspiring 
part of my experience of the past year 
has been the realization that our hori- 
zons are constantly being pushed farther 
out, and that we have in our midst men 
of true vision and great courage who are 
striving not for the selfish benefit of our 
companies alone, but for greater develop- 
ment of electric service in the true mean- 
ing of that word, and the preservation 
of our grand country. Unlimited oppor- 
tunities still exist, and freedom will re- 
main so long as the state shall be kept 
the servant and not the master of the 
people. 


No Rebuttal 
RESAGING present-day opinion, an 
early condemnation of government- 

owned power projects occurs in Cordelia 
Blossom, written in 1914 by G. R. Ches- 
ter, in a conversation between Cordelia 
and a colonel regarding a government 
electric scheme. 

Cordelia—‘‘It is the entering wedge 
into government control, which, if forced 
far enough, would throw all our indus- 
tries into the hands of politics, already 
too powerful. It would destroy the in- 
dividual enterprise by which we have 
become a great commercial nation and 
would reduce our most ambitious citi- 
zens to the ranks of mere employees.” 

Colonel—‘Never have I heard so un- 
answerable an argument against govern- 
ment control so tersely put.” 





Frem PG and E Progress, June, 1952. 
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Charles A. Coffin Award Presented to 
Pacitic Gas and Electric Co. 


UTSTANDING success in 
meeting the challenge of sky- 
rocketing electric power de- 


mand in postwar California and oppos- 
ing an uneconomic invasion of the util- 
ity’s service area by government-owned 
power has won for Pacific Gas and 
Electric Co, the electric industry's high- 
est honor, the Charles A. Coffin gold- 
medal award for 1951. 

Philip D. 
Board of the General 
made the presentation to James B. Black, 
PG&E 
June 3 in ceremonies conducted at the 
Institute’s-twentieth annual convention. 
George M. Gadsby, EEI 
presided. 

The key to PG&E’s award-winning 
achievements is the company’s billion- 


Reed, Chairman of the 


Electric Co., 


President, on the evening of 


President, 


dollar construction program, the larg- 
est ever undertaken in electric industry 
history. Begun immediately after World 
War II, the program was three-quarters 
1951, virtually doubling 
the company’s electric generating ca- 


complete by 


pacity in six years. 

According to the citation of award, 
“the company has served its area well, 
has dramatically demonstrated its abil- 
ity and willingness to meet all needs for 
electric power, and has effectively con- 
vinced the people and the Congress that 


I 


it is entirely capable of carrying out its 
responsibilities in these trying times.” 
In 1951, the U. S. Bureau of Recla- 
mation shelved plans for building a 
costly and unnecessary government trans- 
mission system, only after PG&E dem- 
onstrated it was meeting the area's de- 
mands fully, and after the company had 
signed two long-term contracts which 
provided a market and outlet over com- 
pany lines for power generated by the 
Bureau's Central Valley Project plants 
at Shasta 


Unable 


cause ot 


and Keswick. 

to expand during the war be- 
PG&E 
launched its spectacular construction pro- 


material shortages, 


gram almost the moment war ended in 
1945, 


plants, 


adding seven new 


generating 
rebuilding two, and enlarging 
two others, to raise its total kilowatt 
capacity to 3,049,400 by 1951. All of 
this expansion was soundly financed by 
private capital, attracted through secur- 
ities Issues. 

PG&E was chosen 


nominating 


after a special 


panel, representing every 


section of the nation, had carefully 


achievements of electric 
1951. 


screened the 
companies in From those com- 
panies deemed worthy of consideration 
for this year’s Coffin Award, the win- 


} 


ner was finally determined by a com- 


mittee of judges composed of Dr. James 





James B. Black (right), President, Pacific Gas and Electric Co., accepts the 1952 Charles 
4. Coffin Award from Philip D. Reed, Chairman of the Board, General Electric Co., donor 
of the award. Retiring Institute President George M. Gadsby (left), President, Utah Power 
& Light Co., presided at the presentation conducted at the 20th Annual EEI Covention. 


R. Killian, President of Massachusetts 
Institute of Technology; C. W. Kel- 
logg, past President of EEI; and Mr. 
Gadsby. 

PG&E’s successful 


government competition, 


In commending 
resolution of 
the judges’ citation noted that “during 
the decade prior to 1951, the U. S. 
Bureau of Reclamation, while engaged 
in constructing and beginning the op- 
eration of the multi-million dollar Cen- 
tral Valley Project, essentially intended 


flood 


resource at its 


by Congress for irrigation and 
control, exerted every 
disposal in a prolonged attempt to es- 
tablish a duplicating, government-owned 
commercial power system in the service 
area of the electric company. 

“With candor, patience, perseverance 
and courtesy,” the citation continued, 
‘the company proved to Congress and 
to the people that such a tax-free dupli- 
cating government transmission system 
was undesirable and wholly unnecessary 
in the public interest.” 

The company’s “cooperative and far- 
seeing acts, which brought to all of the 
people of the area and to the nation’s 
taxpayers the greatest economic advan- 
tage in utilizing the electricity gen- 
erated as a by-product of a major irri- 
gation and flood control project,” were 
judged of “inestimable value” in “pre- 
serving the American system of free 
enterprise and in furthering the progress 
of the electric industry.” 

Pacitic Gas and Electric Co., one 
of the nation’s largest electric operat- 
ing companies, includes halt of the peo- 
ple of California and half of the state’s 
power demand in its service area 





a 
New 
England states plus New Jersey, Dela- 
ware, and Maryland. 


territory the size of the. six 


The Coffin Award, most coveted elec- 
tric industry honor, was established 30 
years ago by the Charles A. Coffin 
Foundation in the name of the General 
Electric Co.’s first president. 

Consisting of a gold medal for the 
winning company and $1,000 for the 
benefit fund, the 
acquired 


company’s employees’ 
Coffin 


prominence for its significance in sin- 


Award has national 
gling out exceptionally meritorious ad- 
vances in electric service to the public 
by private companies. 
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Are You Leading Your Saf ety Program? 


By Dr. Walter A. Cutter 


Assistant Director, New York University Center for Safety Education 


An address before the Twentieth Annual Convention of the Edison Electric Institute, Cleveland, 
Ohio, June 2, 1952 


HERE would seem to be but lit- 
tle need today to argue the need 
for or the advantages of a well- 
intelligently administered 
program of accident prevention. A pro- 
gram which promises, at the least, the 
following advantages cannot be ignored: 


conceived, 


1. Reduction of production costs. 

2. Reduction of insurance costs. 

3. Elimination of material waste. 

+. Reduced damage to machines, 
equipment, devices, and tools. 

5. Reduction of absenteeism. 

6. Increased worker efficiency. 

7. Improved operational efficiency. 


Improvement of quality of service. 
), Improvement of morale. 


All of these advantages, which add up 
to greater net profit, one of manage- 
ment’s prime objectives, are in addition 
to the main purpose of accident preven- 
tion which is the saving of life and the 
lessening of human suffering and hard- 
ship. The possibilities in reducing acci- 
dent costs alone can be seen by noting 
from a previous study that the out-of- 
pocket costs of the private electric in- 
dustry amounted to $95,000,000 in 1950, 
which means a loss of a potential income, 
after taxes, of $46,000,000, or 9 per cent 
of the industry’s common stock disburse- 
ment. 


Practically Realizable 


The aforementioned benefits are not 
ideal, but practically realizable, and are 
the natural results of a successful safety 
program. If these benefits are not be- 
ing gained, a review of our accident pre- 
vention programs is in order. 

Similarly, there is little need to argue 
the value of a qualified, resourceful, and 
successful safety director. As will be 
seen later, the most successful results of 
accident prevention programs come when 
there is the highest degree of teamwork 
throughout an organization. On. this 
particular team, the safety director must 
of necessity play a leading part. His 
caliber, his preparation, his methods, his 
administrative position in the company, 
all will be essential factors to his success. 
Therefore, our whole philosophy about 
accident prevention will be judged by 
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the quality of the men we select. We 
will see that the job calls for more than 
love for one’s fellow men, or the ability 
to call everyone by his first name, or 
the desire not to hurt anyone’s feelings. 
Let us agree that the size of the job 
calls for a first-rate, trained man. 

Up to this point, let us assume that 
we are in agreement that accident pre- 
vention is desirable and that the safety 
director should be first-rate. In the light 
of these two agreeable propositions, it is 
strange to contemplate the undoubted 
fact that too many of us have only a 
sketchy idea of the nature of the accident 
prevention programs which we so blithely 
approve, nor can our methods of select- 
ing safety personnel, frequently, give 
much support to the idea that we really 
feel that we must have first-rate men. 

With respect to the first proposition, 
too many of us are still in the stage of 
seeing accident prevention as simply a 
praiseworthy attempt to keep people from 
being hurt or killed, and fail to see that 
keeping people from being hurt is but 
one important part of a whole concerted 
attack on industrial, operational, me- 
chanical, and personal inefficiencies. If 
we accept the point of view that accident 
prevention is part of such a concerted 
attack, then we must accept the point of 
view also that the degree of success at- 
tained in preventing accidents becomes a 


valid measure of the operating efficiency 
of a total company, corporation, or enter- 
In turn, the adequacy 
of an accident prevention program as a 
conditioned by the 
quality of program, plus the support 
given it. To hold a point of view which 
is less comprehensive than this is simply 


prise of any sort. 


measure will be 


to accept a general concept that “‘acci- 
dent prevention is good,” do something 
about it, and thus deny ourselves the full 
range of its benefits by the ineptitude 
with which we put the concept to work. 

That consideration of accident pre- 
vention is not an academic matter, but 
a very serious and challenging problem, 
is attested by the statistical picture over 
these last years. 

Fig. 1 is the familiar chart of fre- 
quency and severity rates in the electric 
industry. While the frequency rate 
(number of lost-time accidents per 1,- 
000,000 man-hours worked) has shown 
substantial improvement since 1947, we 
are still today worse than we were ten 
years ago and not as good as we were 
20 years ago—this despite the fact that 
more construction work today is being 
done by outside contractors whose rec- 
ords are excluded from this chart. With 
respect to severity (days lost per 1,000 
man-hours), we have made no progress 
in over ten years. 


Upsurge in Accident Costs 


Now, lest we be tempted to be com- 
placent and say “‘we are holding our 
own,”’ Fig. 2 should dispel that idea. A 
quick glance will show why. As the 
number of employees has increased from 
260,000 to 289,000 since 1935, the num- 
ber of injuries increased from 6,529 to 
7,086. But look at the rate of pay and 
what it does to the cost per injury— 
from $148 to $362, about 250 per cent 
increase. Bear in mind | am only citing 
direct costs. 
cluded. 


No indirect costs are in- 
What does this mean? It means that 
to hold our own cost-wise, the frequency 
and severity rates should have been re- 
duced drastically to compensate for the 
above cost increase, instead of remain- 
ing virtually 
decade. 


stationary over the past 
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With these facts before us and with 
our knowledge of the fine work that has 
been done by the EEI Accident Preven- 
tion Committee and the safety people 
and leading executives in many of the 
companies, we must raise the question— 
what is lacking? What should be done 
that isn’t being done? 

The answer I want to suggest to you 
is that we must have a more widespread 
awareness throughout the entire indus- 
try of the importance of accident preven- 
tion and more effective leadership by top 
management, followed by controlled, 
planned action all through the line or- 
ganization. In view of all the facts, we 
should resolve that we will no longer 
deny our companies the benefits which 
flow from a vigorous, continuing acci- 
dent prevention program. 


In an address entitled, “Who Really 


Prevents Accidents?” delivered in April 
before the Southern Gas Association at 
Galveston, the speaker made an effort to 
show that accident prevention philosophy 
and techniques must permeate the entire 
line and staff organization. 
for this is simple. Each person must feel 
and act responsibly for his own safety, 
and each person must perform designated 
functions as a team member in the com- 
pany’s program to keep everyone and 
everything safe. I wish to expand this 
idea through the top levels of manage- 
ment, beginning with the President. 
There are no standard safety pro- 
grams. 


The reason 


certain 
fundamental principles which are com- 
It is in the skill- 
ful application and development of the 
force of these principles and practices 
wherein programs differ and are or are 
not successful, as the case may be. 


There are, however, 


mon to all programs. 


Close examination of programs which 
have been productive shows factors, 
common to all of them, which have been 


developed to a high degree in adminis- 
tration and conduct of the programs. 
There is in each of them an interde- 
pendency of relevant factors which makes 
them indispensable to the program and to 
each other. 


Administrative Responsibility 


Administratively, leadership and ex- 
ecutive use of the safety staff are the 
principles found in 


successful electric 


company safety programs. So frequently 
we hear and see great efforts and great 
plans aimed at awakening and maintain- 
ing management’s interest. This is an 
anomaly of sorts, since management is 
interested in safety, just as it is in- 
terested in every phase of operations 
which affect the economy, stability, and 
good will of the company. Planners are 
prone to refer constantly to “manage- 
ment,” implying extra-human qualities. 
Such reference engenders a feeling that 
management is some sort of automaton, 
not possessed of human feelings, human 
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desires, and human failings just like all 
the rest of us. The point is that the 
“‘line-of-sight”” may differ and, there- 
fore, interests should be brought to a 
coincidence of “line-of-sight.” 

Leadership is needed, not just interest. 
All supervision must exercise this quality 
if there is to be efficiency, which is 
synonymous with safety. The “top 
brass”’ must exercise leadership where it 
can be seen and felt and understood. It 
is not sufficient for the upper echelons of 
supervision simply to “go along” with 
proposals. ‘They must sponsor and im- 
plement the proposals, actively and con- 
stantly. Thus, the example to all the 
levels below is set. 

The materials and the tools of that 
leadership are gained through use of 
the safety staff in its proper function, 
which is as a staff adjunct to the execu- 
tive. All matters pertaining to safety 
should be within the province of the 
safety staff, which acts in an advisory 
and consultative capacity. It is neither 
politic nor desirable to draw safety per- 
sonnel out of purely staff functioning 
and inject them into line functions 
which, by their very nature, are authori- 
tative. Authority belongs to the line or- 
ganization and should be used by it in 
All levels of 
supervision should regard the safety staff 
as their advisors and consultors, not their 
“whipping boys.” 


the exercise of leadership. 


Successful programs 
include such practices. 

The execution of the safety program 
should stem from a.firm and unequivocal 
statement of policy. This should set 
forth the definite commitment of man- 
agement to achieve a safe plant and the 
manner of the achieving. For example: 
It is the policy of the (........ ) 
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Fig. 2—Increased Cost of Injuries in the Electric Industry Based on Wage Rates, 
with Number of Employees and Number of Lost-Time Accidents. 
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Company in the operation of its facili- 
ties to give continuous management di- 
rection toward the provision of safe 
working conditions for all employees 
and the protection of the public. 

The safety of all employees and 
the public is definitely the responsi- 
bility of the company officers, depart- 
ment heads, superintendents, foremen, 
and others who supervise employees, 
but accident prevention must be a 
united effort of management, union or- 
ganization, and each employee to in- 
sure that safe practices are not only 
established but followed. 

It is an integral part of the safety 
POlGY OF THE Coss ) Company 
that no job being performed by any 
employee is so important and no ser- 
vice is so urgent that time cannot be 
taken by all concerned to perform the 
work in the right way—the safe way. 


There can be no question as to the 
commitment of management in a state- 
ment of policy such as that, but that is 
only the beginning, the premise of lead- 
ership and the promise of better things. 
From these the employees look to man- 
agement for a safe place to work, sate 
equipment to work with, and carefully 
worked out operating procedures as a 
safe way to work. Their part and their 
contribution generally will follow, in 
quantity and in quality, management’s 
effort. 

All planning and all programming aim 
at reduction and prevention of accident 
occurrences. Primarily, the end sought 
is reduction of risk. Every measure 
adopted, every step taken under a safety 
program is expressly or implicitly di- 
rected to a reduction in risk. 

Elimination and control of accident 
causes and reduction of risk are so 
closely allied as to be synonymous to 
some extent. Accidents are caused, for 
the most part, by poor worker-attitudes 
or lack of skill or knowledge of all or 
part of the job. A small percentage 
(estimated 10 to 12 per cent) are due to 
mechanical causes, and a very small por- 
tion (less than 2 per cent) are caused 
unavoidably or by acts of God, which 
means that more than 85 per cent of all 
accidents personality 
shortcomings, or faults. 


involve traits, 
Therefore, re- 
duction in risk and control of cause 
would seem to lie in inducing safe work 
habits in all workers. 

Elimination and control of mechani- 
cal faults and hazards is an engineering 
job, but it is engineering with an ap- 
preciation of the fact that whatever it is 
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that is engineered must be operated, 
used, or put to effective work by human 
beings; it is engineering which provides 
for the behavior and reactions of human 
beings. Benefits of a more or less ex- 
tensive nature are to be realized in 
safety, worker efficiency, and cost reduc- 
tion when risk is reduced or accident 
causes removed, whether they be me- 
chanical or personal. 

Reduction of risk, elimination or con- 
trol of accident causes—these are the 
primary aims of safety planning. 
Achievement of these aims requires utili- 
zation of every aid—personnel and em- 
ployee relations, medical (including 
psychologists), industrial and plant engi- 
neering, methods and procedures, plant 
security. There is no phase of organi- 
zation life nor any factor of its func- 
tioning that does not affect or influence 
safety. Frequently, accident investiga- 
tions carried to their logical conclusions 
will reveal weaknesses in one or more 
of these elements, so that fuller com- 
pliance must be secured. Thesé are the 
aims and the means found in successful 
programs—not elaborate but simple, 
factual, logical, and straightforward. 


Training 


The last point, to which all the others 
are directed and upon which they are 
dependent, is training, a much abused 
and very much misunderstood function. 
Training is not a simple matter of lec- 
tures or class work, texts or rule books, 
or tell, show and “turn-’em-loose.” 

Training requires planning, construc- 
tive thinking, continuity. Management 
must know, or must learn, that training 
is for learning, and learning takes a 
long time. Occasional or sporadic at- 
tacks will have occasional or sporadic ef- 
fects. Learning is accumulation by ab- 
sorption and accumulation implies time. 
The problem of training is not, for in- 
stance, the act of teaching a man to 
check a job before he starts or of put- 
ting on goggles. It is more far-reach- 
ing than that. It must establish the 
habit in the employee of checking every 
job before he starts or of wearing gog- 
gles on all those daily tasks at which 
common sense requires goggles to be 
worn. 

Management expects that training 
will produce in a man skill at his job 
and understanding of the job and his re- 
sponsibilities in the job. Management 
must realize, as well as expect, that the 
desired results of training can come only 
with diligence and patience. 
definite requirement. 


Time is a 
It may be asserted 
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that one of tue most expensive economies 
which we can practice is failure to train 
properly. 

To this must be added the realization 
that while group training is desirable as 
well a3 necessary it is, at best, only portal 
training, an introduction. Training that 
brings about the desired effect is con- 
tinued and continuous individualized 
training—specific training in specific 
tasks or skills, to the individual by indi- 
vidual instruction. Differences, wide 
differences, exist among workers in 
habits, in abilities, in attitudes, in capa- 
cities. These differences all argue 
against dependence solely upon group 
training and group appeals to achieve 
safe-conditioning of workers. At least 
some attention to these differences, and 
the application of personalized training, 
is indicated to increase effectiveness of 
effort. 

Safe habits are not built by “shot-in- 
the-arm” training techniques; neither is 
a high-powered, elaborate organization 
necessary. What is needed is the steady 
application of minutes a day to review, 
discussion, exchange of ideas, and shar- 
ing of information by the supervisor 
with his group. The attitude of the 
workers*will be most greatly influenced, 
either for good or bad, by the attitude 
of the supervisor toward safe procedures, 
safe methods, and safe equipment. 

Here we come to the basic need of the 
entire program—training and _ re-train- 
ing of supervisory personnel. The 
greatest direct responsibility for a safe 
plant, a safe organization, is placed on 
the foreman, the last echelon of manage- 
ment. But what effort is made to teach 
him the things he must know? And 
what effort is made to teach him to teach 
others? The program, no matter how 
well planned and implemented, cannot 
be successful unless it includes furnish- 
ing to supervision the necessary tools 
with which to make it effective, that is, 
a basic grounding in the principles of 
safe work and in the effective means of 
teaching others. 


The Simple Truth 


Finally, let us emphasize a truth so 
simple that both the truth and its signiti- 
cance may be overlooked. The simple 
fact is that by achieving successful acci- 
dent prevention we are doing the same 
things in the same way that we should be 
doing to achieve successful operations. 
But we are doing them better, with that 
plus element which will guarantee that 
the operations, and the use of men, tools, 
equipment, and all else will be equally 
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successful. Accident prevention, as is 
said so often and so truly, is not some- 
thing ‘“‘added on,” but rather the realiza- 
tion of the highest type of efficiency. 

Earlier in this paper, the statement 
was made that “there are no standard 
safety programs. There are, however, 
certain fundamental principles (and 
practices) which are common to all pro- 
grams. it is in the application and de- 
velopment of the force of these prin- 
ciples and practices wherein programs 
differ and are or are not successful, as 
the case may be.” 

This is but another way of saying that 
each accident program must be tailor- 
made, but like good tailoring each indi- 
vidual program must be characterized by 
approved details in execution. The 
virtuosity in accident prevention lies in 
the skillful blending of established tech- 
niques and procedures to meet individual 


situations. As with the instruments in 


EDISON ELECTRIC INSTITUTE BULLETIN 


a symphony orchestra, all of the elements 
of sound safety programming must be 
present, ready to be called on as needed. 

The correctness of these observations 
is attested to by studying the safety pro- 
grams of seven utility companies with 
good records and abstracting elements 
which are common to each (Fig. 3). 
While no attempt has been made to list 
every practice, there are sufficient major 
items shown to give a clear indication of 
the essentials of successful accomplish- 
ment. Let us analyze the individual 
items shown in Fig. 3. 

1. Management leadership and parti- 
cipation require all executive members 
to assume their proper responsibility to 
safety in their organization, to partici- 
pate actively in all of its planning and 
execution, and to feel and show that 
they consider the provisions for safety to 
apply in equal force to themselves as to 
any and all members of the organiza- 
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Fig. 3—Common Elements of Good Safety Programs (Seven Electric Companies 
with Good Records). 
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tion. Management should commit it- 
self unreservedly to accident prevention 
by an unequivocal statement of safety 
policy, and then back it up. 

2. A safety director, whatever name 
or title he may bear, should be a staff 
consultant and advisor to top-level man- 
agement. He is not a line-organization 
man and should not have either line re- 
sponsibility or line authority. 

Safety inspections of all operations, 
property and equipment should be regu- 
larly accomplished. The inspections, by 
whatever unit accomplished, should be 
complete and a basis for action. 

Safety rules should be regarded as 
guides to safe conduct and a normal part 
of operating procedures. 

The safety director, or members of 
his staff, should be consulted on all mat- 
ters of design,.construction, alteration, 
equipment purchase, and personnel place- 
ment. 

An observation plan for discovering 
unsafe actions or conditions and provid- 
ing for proper reporting and action upon 
such reports can be a very useful safety 
tool and an instrument for good morale. 

3. Most effective programs make use 
of committees. Those usually found are 
central (executive) and division (depart- 
ment) committees. The central com- 
mittee should be led by the president or 
general manager as chairman and con- 
tain all of the executive heads of divi- 
sions (or departments) with the safety 
director as secretary. The members of 
the central committee are the chairmen 
of the division committees. The central 
committee makes and determines policy 
and policy interpretations and operations 
under the program. Division commit- 
tees perform in like manner, within their 
scope, for their own divisions, integrat- 
ing with the central committee. Special 
committees, such as engineering, fire, 
mining, accident investigation, etc., may 
be used as permanent bodies or called 
into use as needed. 

4. On-the-job-training by trained and 
competent supervisors is a requirement 
in any production program. It must be 
continuous and it must contain all the 
safety instructions as part of operating 
procedure. Job breakdowns, which de- 
tail each step of the job and include 
safety precautions and spot the hazards, 
are required if on-the-job-training (or 
any training) is to be effective. 

Awards and disciplinary action are a 
matter for individual companies to de- 
termine. It should be remembered, how- 
ever, awards should mean something; 

(Continued on page 243) 








July, 1 


exem 
the 1 
go b 
the 

our 


the 

come 
tion: 
stan 
ever 
deed 
civil 
tiall 
of £ 
ity. 
tion 
of 

and 
mer 
tho: 
Am 
the 
whi 
bas 
cap 


. 
Co 
Ne 
acc 
pio 
ons 
hy 
dis 
tio 
ab 
ms 
Wi 
ing 
th 
he 


sci 
sif 





, 1952 


it it- 
ntion 
afety 


name 

staff 
man- 
ation 
e re- 


ions, 
regu- 
s, by 
d be 


d as 
part 


s of 
mat- 
tion, 
lace- 


*ring 
ovid- 
upon 
ifety 
rale. 
» use 
1 are 
yart- 
-om- 
it or 
con- 
divi- 
fety 
s of 
men 
tral 
blicy 
ions 
mit- 
heir 
rat- 
cial 
fire, 
nay 


led 


and 
ent 

be 
the 
ing 
de- 
ide 
ds, 


(or 


Pa 
de- 
w- 


1g; 





July, 1952 


EDISON ELECTRIC INSTITUTE BULLETIN 


Page 227 


The Far-Reaching Implications of 


the N lagara Controversy 


By Earle J. Machold 


President, Niagara Mohawk Power Corporation 


An address before the Twentieth Annual Convention of the Edison Electric Institute, Cleveland, 


“i HE progress which is capable of 
achievement under our private 
enterprise system finds no better 

exemplification than in the history of 

the industry we represent. We need not 
go back much further than the turn of 
the century to find the beginning of 
our era of electric light and power. Yet, 
in that infinitesimally short period of 
the history of human accomplishment, 
the product we make and sell has be- 
come a vital force in our continued na- 
tional development, our economy, our 
standard of living, and in practically 
every aspect of our daily activity. In- 
deed, the development of our modern 
civilization has been geared substan- 
tially to the progress made in the art 
of generating and transmitting electric- 
ity. For this progress, modern civiliza- 
tion is indebted, first, to those members 
of our industry whose genius, vision, 
and personal incentive for accomplish- 
ment made it possible; and second, to 
those individual men and women of 

America who, having faith and hope in 

the continuance of our way of life, to 

which the private enterprise system is 
basic, supplied the indispensable risk 
capital. 


Pioneering Developments 


We of Mohawk 
Corp., operating in upstate and western 
New York, are especially proud of the 
accomplishments of our predecessors who 
pioneered at Niagara Falls. They dem- 
onstrated the feasibility of large-scale 
hydroelectric development and of long- 
distance transmission. Our Adams Sta- 
tion, built in 1895 on the Niagara River 
above the Falls, was the world’s first 
major hydroelectric development and, 
with the introduction there of alternat- 
ing current, power was transmitted from 
the Falls to Buffalo over the then un- 
heard-of distance of 20 miles. 


Niagara Power 


Today, Niagara Falls is again the 
scene of developments of tremendous 
significance to our industry and its in- 


vestors and employees. However, un- 
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like the historic developments which her- 
alded a bright new era of electric light 
and power, the present situation is 
fraught with the most ominous threats 
yet made to our industry and to the 
private enterprise system which it so 
well typifies. If the over-all hydro- 
electric development of the Niagara 
River by the government can be justi- 
fied, then the extent of future public 
electric power expansion is limited only 
by the desires and ambitions of the pub- 
lic power advocates and the tax-paying 
capability of the citizens of the nation. 

The Niagara Falls controversy now 
pending before the Congress followed 
the ratification of a treaty in 1950 be- 
tween the United States and Canada 
permitting the diversion, above the Falls 
on the American side, of all of the water 
in excess of that necessary to preserve 
the scenic spectacle. This additional di- 
version will develop net additional gen- 
erating capacity of 1,132,000 kilowatts. 
Up to now, utilizing the limited quan- 
tity of water made available under 
earlier international agreements. the 
Niagara Mohawk Power Corp. System 
constructed and has operated the only 
American development at the Falls—its 
Adams Station with an installed capac- 


ity of 80,000 kilowatts and its Schoell- 
kopf Station with an installed capacity 
of 365,000 kilowatts. Beginning in 
1947, in anticipation of the 1950 treaty, 
joint studies were undertaken by engi- 
neers of the Federal Power Commis- 
sion, the Power Authority of the State 
of New York, and Niagara Mohawk 
Power Corp. which culminated in a 
three-stage plan of over-all development 
to produce the additional capacity I have 
indicated. 

Except for minor differences, the plan 
is one which our System has had on file 
with the Federal Power Commission 
and has sought to develop for over 30 
years. For over 50 years our engineers 
have engaged in careful, detailed studies 
of the waters of the Niagara River with 
a view toward making available the 
greatest amount of power consistent with 
the preservation of the scenic beauty of 
the Falls which, of course, has been a 
prime consideration of all concerned. 
Our studies included the construction 
of a model of the river and the Falls, re- 
producing the precise effects of various 
degrees of diversion. In short, we have 
long since satisfied ourselves as to the 
best plan of development, and now it 
has been confirmed by both the Federal 
and state authorities. 


Congress Considers Three Bills 


Upon ratification of the 1950 treaty, 
the application we had in readiness for 
the issuance of a license by the Federal 
Power Commission could not be filed, 
since the action of the Senate, in rati- 
fying the treaty, expressly reserved for 
determination by the Congress the ques- 
tion as to who shall utilize for power 
purposes the additional waters made 
available under the treaty. 

Three sets of bills are pending before 
the Congress. Each authorizes construc- 
tion of the same plan of over-all devel- 
onment, which would cost about $350,- 
000,000. Under the Lehman-Roosevelt 
Bill, the Federal government would con- 
struct the over-all development with 
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provisions for the later transfer of the 
project to the Power Authority of the 
State of New York under conditions 
which the state has already rejected. 
Under this bill, the project would be 
constructed with Federal funds derived 
from the tax revenues paid by the tax- 
payers of the nation. Under the Ives- 
Cole Bill, the State of New York, 
through its Power Authority, would 
finance, construct, and operate the proj- 
ect. Under the Capehart-Miller Bill, 
the project would be constructed with 
private capital by private 
without one penny of expense to tax- 
payers, Federal or state. Private en- 
terprise would be represented by five 
New York State electric companies who 
would pool their resources for this pur- 
pose. These companies are Central Hud- 
son Gas & Electric Corp., Consolidated 
Edison Co. of New York, Inc., New 
York State Electric & Gas Corp., Ni- 
agara Mohawk Power Corp., and 
Rochester Gas & Electric Corp. 


enterprise 


Senate and House Hearings 


Hearings were held in August and 
September, 1951, on these bills before 
the Senate and House Committees on 
Public Works, but neither committee 
has taken any action. 

If the public power advocates pre- 
vail, the government, of course, will 
develop the huge undeveloped power 
potential of the Falls. 
“But why is this of greater importance 
to the public power program and more 


You may ask, 


threatening to our privately owned elec- 
than the government 
projects completed and proposed in other 
areas of the country?” “Why,” you 
may ask, “is this not another already 
familiar manifestation of the expanding 


tric companies 


public power program ?” 

In brief substance, the answer is that 
the proposal for government develop- 
ment of the Niagara River constitutes 
the greatest and boldest step yet under- 
taken by Federal public power advo- 
cates, because they must concede the 
utter absence of any of the traditional 
functions of government in the project. 
They concede that a government power 
project at Niagara Falls would not be 
a by-product of any recognized govern- 
ment activity. They concede that the 
Niagara Falls project has no relation 
to any hitherto recognized public service 
or to any other public project, actual or 
contemplated. They must concede that 
100 per cent of the cost of construction 
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and operation would be charged to 
A government project at Ni- 
agara Falls would place government di- 
rectly in the power business, subjecting 
the privately owned electric companies 
within transmission distance to competi- 


power. 


tion of a most unfair and most de- 
structive nature. 

Let us analyze the accuracy of these 
conclusions. The required diversion of 
the waters of the river will take place 
a very short distance above the cataract. 
The waters will be returned to the river 
a very short distance below the cataract. 
The length of the tunnels from the point 
of diversion above the Falls to the power 
plant at the lower rapids will approxi- 
mate. five miles. Obviously, the con- 
struction of a dam or other structure in 
the river is not involved. Obviously, not 
one penny of the hundreds of millions 
of dollars of cost involved in diverting 
and utilizing the water for power pur- 
poses can be said to be devoted to the 
improvement of navigation. There are 
not and never have been in the area in 
question the remotest considerations of 
flood control. State park development 
lines the bank in the immediate vicinity 
of the scenic spectacle. 
there exists one of the 


Beyond that 
most intense 
concentrations of industrial development 
in the nation, located between the river 
and the heavily industrialized city of 
Buffalo, some 20 miles away. Areas of 
this nature are hardly to be identified 
with irrigation, reclamation, sanitation, 
or flood control projects. 


Relationship to St. Lawrence Seaway 


We are often asked whether the Ni- 
agara project is in any way related to 
the proposed St. Lawrence Seaway and 
Power Project. There is absolutely no 
relationship The proposed 
site of the St. Lawrence project is well 
over 200 miles from Niagara Falls, far 


whatever. 


to the north and east of the Niagara 
development. The waters of the Ni- 
agara River which will be diverted will 
be returned to the Niagara River before 
Lake Ontario. 


physical, operating, engineering, or any 


it flows into From a 
other point of view, there is and can 
be no relationship between the two proj- 
ects. Nor is there any other Federal 
project, on the Niagara River or on any 
other body of water or anywhere else, 
which can be said to have any connection 
whatever with the proposed over-all 
development of the Niagara River. 

It takes no extended argument to dem- 
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onstrate that a government project at 
Niagara Falls would be a single-purpose 
project—and that purpose, the genera- 
tion and sale of electric power. The na- 
ture of the area and of the river, the na- 
ture of the enterprises and of the indus- 
trial development located there, and the 
nature of the hydroelectric development 
which all interests agree upon as the 
most desirable, make the conclusion in- 
escapable that a government project at 
Niagara Falls would place government 
purely and simply in the power business. 
We have examined most carefully all 
of the statements and claims of the pub- 
lic power advocates, both before the 
Congressional committees and elsewhere, 
but we have failed to find even an at- 
tempt to justify government develop- 
ment at Niagara Falls as an incident 
of a function heretofore 
relied upon as justifying such develop- 
ments by the government. 


government 


Line of Demarcation 


For these reasons alone, it is clear 
that the Niagara Falls controversy rep- 
resents a threatened new, broad en- 
croachment upon the privately owned 
electric industry. Heretofore, the mul- 
tiple-purpose aspects of government proj- 
ects have afforded for us a second line 
of defense to which we have been re- 
quired to retreat during the past 20 
years under the relentless pressures and 
attacks of public power advocates. This 
line of defense or of demarcation be- 
tween private and public power has 
frequently become vague and nebulous, 
especially with increasing publicly owned 
steam capacity. We have, nevertheless, 
tried to believe the assertions of the 
public power advocates seeking to justify 
governmental development, that multi- 
ple-purpose projects mark not only the 
constitutional limits of public power, but 
the limits of the desires and ainbitions 
of public power sponsors. 

While I have referred to multiple- 
purpose projects as having constituted 
for us a second line of defense, we should 
all be keenly aware that there is no 
third line of defense. If the government 
can develop Niagara, the territory of 
every company, regardless of the nature 
of the territory or of the public service 
the company is rendering, and no matter 
how many thousands of miles removed 
from New York State, is susceptible of 
public power development. 

From that point of view and for pur- 
poses of comparison with the territory 
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and service of other companies, let us 
analyze the territory and the electric 
service of our group of five companies 
in the State of New York. Government 
multiple-purpose projects, by their na- 
ture, have been located in areas where 
the power aspects of the project have 
produced a radical effect upon the power 
economy of the area as a whole. This 
has been so because the additional gen- 
erating capacity made available has been 
tremendous in relation to the electric 
generating capacity already existing in 
the area. On the basis of this experience 
and without inquiry into the facts re- 
lating to the Niagara, public power 
advocates, in order to advance their 
position, have labelled New York State 
as an area of “desperate power short- 
age’ —a “power-starved” area. But 
here are the facts. 

The installed capacity of our group 
of five companies, and there are, of 
course, several other privately owned 
companies in the state, is approximately 
6,500,000 kilowatts. We have under 
construction at the present time in ex- 
cess of 1,250,000 kilowatts of additional 
capacity, more than the entire additional 
capacity of the over-all Niagara rede- 
velopment. 

This construction will be completed 
additional Niagara 
power can be made available, and the 
additional Niagara capacity would then 


long before any 


represent only some 14 per cent of the 
installed capacity of just our five com- 
panies. Even this percentage is reduced 
when effect is given to the construction 
which we have planned for installation 
before 1960 but not yet commenced. In 
the Niagara Mohawk System alone our 
total projection from 1952 to 1960 is 
a minimum of 850,000 kilowatts of ad- 
ditional capacity. 


Private Company Record in New York 


In 1951 
sales, not including our intercompany 
sales and sales to other electric compa- 
nies, exceeded 28 billion kilowatthours. 
The first farm was electrified in New 
York State more than 50 years ago, and 
New York State is today the nation’s 


our five-company electric 


second largest dairying state. Electric 
service is available to practically every 
farm in the state, and 96 per cent of them 
are electrified. The remaining + per cent 
are either very isolated, or their con- 
tinuance as farms is doubtful. Contrast 
this situation with the TVA area, for 
example, where in 1933 only 3 per cent 
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of the farms were electrified and where 
today about 18 per cent are still not 
electrified. 

In our territory, the requirements of 
tremendous industrial concentrations are 
being met. The defense load of my own 
company alone approximates 400,000 
kilowatts, and in the past 15 months 
we have delivered over a billion kilo- 
watthours to just one defense plant. 

In upstate New York, electric rates 
are lower than the national average; 
the average usage of residential and 
farm customers is higher than the na- 
tional average. 


Power Surplus in Northeast 


If one desires any further demonstra- 
tion of the extent to which the public 
power advocates have distorted the power 
situation in our territory, reference need 
only be had to the recent report to the 
Defense Production Administration by 
the Electric Power Advisory Commit- 
tee. That committee found that the 
Northeast region will have a surplus 
of power in 1953, which will increase 
in 1954. 

As you can easily see, by intervening 
in our territory, the Federal govern: 
ment would be preventing private enter- 
prise from doing what private enterprise 
can, and under our form of government 
it is expected to do for its citizens. On 
the contrary, public power encroach- 
ment would prevent private enterprise 
from continuing to do in the future 
what it has already demonstrated it can 
so well do for the benefit of all. While 
it is a proper function of our form of 
government to aid and to stimulate 
private enterprise, the stifling of private 
enterprise can lead only to a totalitarian 
With all our 


strength we must resist such trends lest 


form of government. 


they destroy the only form of govern- 
ment under which we can continue to 
be free. 

While the other arguments which 
public power sponsors advance are 
equally without sound basis, they cor- 
roborate the seriousness and scope of 
the threat which the Niagara contro- 
versy has for the private electric indus- 
try of the nation as a whole. 

The public power advocates rely 
heavily upon that old chestnut that gov- 
ernment power means cheap power. The 
reasons which render this proposition 
entirely fallacious are well known, and 
I do not propose to present them in de- 
tail. I have yet to hear a public power 


Page 229 


advocate deny that the difference in the 
cost of public and private power stems 
from the tax inequality. The task force 
of the Hoover Commission on Organi- 
zation of the Executive Branch of the 
Government, reporting on Water Re- 
sources Projects in January, 1949, con- 
cluded after a careful analysis of private 
and public power bills that, “In general 

. the differential . . 
to the tax component.” 


. is roughly equal 


In this connection, the report con- 
cluded that payments in lieu of taxes 
constituted a small fraction of the taxes 
payable by private enterprise ; the equiva- 
lent of taxes, local, state, and Federal, 
paid by private enterprise is not in- 
cluded; and, as is clear from official 
government reports themselves, the 
power investment of public projects is 
seriously understated by omitting inter- 
est during construction and by charging 
substantial portions of construction costs 
as well as operating costs to non-power 
items. Moreover, the Comptroller Gen- 
eral advises that various costs related 
to employee benefits are incurred by 
other Federal agencies for TVA’s bene- 
fit and not included in TVA’s financial 
statements. 


Alleged Savings by TVA 


It is also of interest to note that in 
its 1951 Annual Report, TVA _ boasts 
that “Consumers in the TVA region 
paid approximately $52,000,000 less for 
electricity in 1951 than they would have 
paid for the same amount of electricity 
under the average rates prevailing in 
the rest of the United States.” It ap- 
pears that the report has reference to 
the retail distribution of TVA power 
to residential and farm customers. The 
true character of this alleged saving is 
demonstrated by the situation in my 
own company. In 1951, of our total 
electric revenues of some $154,000,000, 
approximately $43,000,000 were derived 
from residential and farm customers. 
But we paid, in 1951, in Federal, state 
and local taxes, attributable to all our 
operations, in excess of $40,000,000, an 
amount almost equal to our total resi- 
dential and farm revenues. 

The 145 municipal and cooperative 
distributors of TVA paid in the aggre- 
gate only some $4,500,000 of taxes and 
tax equivalents, while TVA itself paid 
less than $2,500,000. Additionally, 
while we paid interest charges in 1951 
of approximately $7,280,000, the 145 
municipal and cooperative distributors 
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of TVA power paid in the aggregate in- 
terest and debt expense of less than half 
of that amount. TVA itself charged 
to its power operations only some $864,- 
000 for interest, the bulk of its funds 
being obtained without interest from 
the taxpayers of the nation as a whole 
through Congressional appropriations. 

The net result, on any basis of com- 
parison which begins to approach fair- 
ness, is that the true cost of the power 
sold by our privately owned system 
has been less than the true cost of TV A's 
public power. The apparent difference 
between public and private power rates 
is attributable to the allocation of pub- 
lic power costs. Paying only part of 
the cost, the consumer ‘is subsidized as 
to the rest by his fellow citizens, the 
taxpayers of the nation, who are already 
struggling under a_ back-breaking tax 
burden. 

Even on TVA’s grossly unfair basis 
of comparison, it should be noted that 
the difference in cost may be expected 
to narrow as the proportion of [VA's 
steam capacity increases. By 1954, some 
47 per cent of its total capacity will be 
in steam generation, and TVA has an- 
nounced the necessity for increasing its 


industrial rates to compensate it for its 


increased generating costs. 

At Niagara, in addition to requir- 
ing the appropriation of hundreds of 
millions of dollars of public funds, gov- 
ernmental development, except for the 
relatively minute payments which might 
be made in lieu of local taxes, would 
yield no revenue for the support of local, 
state, or Federal governments. We have 
estimated that in the event of private 
development we would pay in such taxes 
at least $23,000,000 annually, a sum 
which, in some 15 years, assuming the 
continuance of current tax rates, would 
return to those governments an amount 
of taxes equal to the entire estimated 
cost of the development. 


Security Factors in Construction 


A further argument asserted by spon- 
sors of a governmental development at 
Niagara Falls and equally applicable to 
any project anywhere relates to the 
nature of the construction of certain 
aspects of the project. A sponsor of the 
Lehman-Roosevelt Bill has asserted that 
the necessary waterways must be con- 
structed in a special way to minimize 
security hazards, and that such con- 
struction would involve additional costs 


which 


the private electric companies 
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would be unwilling to spend. As demon- 
strated by the public files of the gov- 
ernment, this assertion is absolutely 
contrary to the facts. 

Recently, the Office of the District 
Engineer of the Corps of Engineers of 
the United States Army recommended a 
Niagara redevelopment plan to be con- 
structed by the Federal government un- 
der which the necessary diversion of 
water around Niagara Falls would be 
through a single open canal 250 feet 
wide at the surface and approximately 
five miles long. Perhaps, of the alterna- 
tive methods of construction, the open 
canal is the cheapest. However, it is also 
obvious that an open waterway presents 
more hazards from the point of view of 
the national security than either tunnels 
or covered canals. 


Disadvantage of Open Waterway 


Our group of five companies has 
urged the construction of multiple tun- 
nels so that the waterways could be 
protected some 150 feet below the sur- 
face and, in addition, in the event of a 
bombing attack at Niagara Falls, our 
eggs would not all be in one basket. 
Niagara Falls is a highly concentrated 
defense area in which are located large 
segments of the nation’s electrochem- 
ical and electrometallurgical industries. 
When the District Engineer’s report 
was filed, we objected most strenuously 
in a memorandum on file with the Board 
of Engineers for Rivers and Harbors. 
We took 


representatives’ plan for an open water- 


iolent issue with the Army 


way, from the point of view of efficient 
and economic engineering as well as 
from the point of view of our national 
security. In our memorandum we con- 
cluded: “In view of the immense im- 
portance of the electrochemical and elec- 
trometallurgical industries to the na- 
tional defense, the serious impact upon 
the national welfare that would result 
from the disruption of electric service 
to those industries, the dangers to in- 
terruption of electric power service in- 
cident to an open canal, it seems patent 
that the proposal to construct an open 
canal of the nature described in the 
report should be rejected for security 
reasons alone.” 

In addition, public power advocates 
ignore the fact that under the Federal 
Power Act, as well as under the pro- 
visions of the Capehart-Miller Bill, the 
plan of development would have to be 
licensed by the Federal Power Com- 
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mission. Before such a license could be 
issued, the Commission would have to 
find that the construction plans were 
in the public interest. 

After thus stating inaccurately the 
position of the private companies with 
respect to the manner of construction, 
sponsors of the Lehman-Roosevelt Bill 
go on to attribute to us a motive for 
that position. It is asserted that we 
would desire to minimize the cost to 
sacrifice security hazards, since our ob- 
jective would be to build structures 
which would have a smaller cost, in 
order to insure the greatest financial 
return. his is a most reckless state- 
ment. It is the kind of recklessness in 
which a representative of private indus- 
try would not indulge. Anyone who 
has even a superficial knowledge of Fed- 
eral regulation and regulation in the 
State of New York knows that our ac- 
counts are stated on the basis of orig- 
inal costs and our rates are so regu- 
lated. He also knows that unlike the 
typical industrial enterprise where 
smaller costs may permit larger profits, 
investors in the regulated electric com- 
pany receive only a return on the capital 
which is actually invested in utility 
plant. Here again, you will observe 
that these arguments against private 
enterprise, malicious since they are ut- 
terly insupportable, could be applied 
to any power project in the endeavor 
to justify public ownership. 


Preference Policy 


Among the most vicious aspects of 
the Niagara controversy is the use made 
by public power sponsors of the so- 
called preference policy in the distribu- 
tion of power from government-owned 
multiple-purpose projects. It is asserted 
that there must be government devel- 
opment at Niagara Falls in order to 
safeguard this policy. The policy is 
applicable to the distribution of power 
not needed in the operation of multiple- 
purpose projects. Thus, what has been 
a consequence of Federal development 
is now put forward as justification for 
it. Where the preference policy was 
created as a consequence of the con- 
struction by the government of the mul- 
tiple-purpose project, it is now being 
employed as a reason and justification 
for the construction by the government 
of a single-purpose hydroelectric project. 
Here again, the argument for public 
development is applicable to any power 
project wherever located. 
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Let us analyze a little more closely 
the territory in which the preference 
clause would be applicable in the event 
of government development of Niagara 
Falls. In the State of New York there 
are a few scattered municipal plants, 
owning distribution systems serving lit- 
tle more than 1 per cent of the state’s 
electric consumers. In the entire State 
of New York there are only six small 
REA cooperatives. They have in the 
aggregate some 4400 customers who 
consume less than one-tenth of 1 per 
cent of the power consumed in the state. 
‘Their power requirements could be met 
with as little as 3500 kilowatts of in- 
stalled capacity. These, then, are the 
consumers for whom the taxpayers of 
the nation, under the Lehman-Roosevelt 
Bill, would be required to finance a 
government project which will cost 
$350,000,000 and produce some 1,250,- 
000 kilowatts of power. 


Absence of Preferred Customers 


Nevertheless, we are told that it is 
essential to place the Federal govern- 
ment directly in the power business, to 
apply tax revenues derived from private 
enterprise to duplicate the transmission 
lines of private enterprise, and later, 
undoubtedly, to duplicate their steam 
plants in order to render dependable the 
full Niagara power potential. We are 
told that it is essential to subject private 
enterprise to this unfair and ultimately 
destructive competition to preserve the 
so-called “democratic safeguard”’ of the 
reference clause for the people. What 
people? If there is a relative absence 
of municipalities, public authorities, and 
REA cooperatives distributing electric- 
ity, if all of the homes and farms are 
now adequately served by private enter- 
prise, then, we must ask, what people? 

The facts and figures disclose the 
real implications of the preference clause 
when applied to the Niagara contro- 
versy. Of course, the relative absence 
of any people in the preferred categories 
might only be temporary. Motivated 
by the government’s discrimination 
against the customers of taxpaying pri- 
vate utilities and in favor of the cus- 
tomers of municipal and other public 
utilities, more and more of the distribu- 
tion systems will become publicly owned. 
As found by the National Association 
of Railroad and Utility Commissioners, 
“Such preferences have been and are 
being used to foster and expand public 
power projects to the detriment of the 
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customers of regulated utilities.” Those 
private electric systems which would not 
be taken over by public authorities could 
not survive for long the competition to 
which they would be subjected by the 
Federal government’s offer of tax-free, 
subsidized power for the asking. The 
advancement of the preference policy 
as justification for a government power 
project in the State of New York indi- 
cates most clearly the far-reaching im- 
plications and the seriousness of the 
threat of the Niagara controversy to the 
nation’s privately owned, taxpaying elec- 
tric companies. 

public 
sponsors merit only very brief mention. 
Recently, a sponsor of the Lehman- 
Roosevelt Bill, apparently hard-pressed 
for the logic of his position, was quoted 


Other arguments of power 


in the press as saying, “Private utility 
interests may feel if they can get the 
Niagara project out of public control, 
they can also get their hands on the 
TVA, Bonneville, and Grand Coulee.” 
The statement is too ridiculous to re- 
fute. I want only to point out that the 
Niagara project has never been in “pub- 
lic control.”” The existing Niagara de- 
velopment, which found its origin some 
60 years ago, was pioneered, constructed, 
and has been operated with private capi- 
tal and by private enterprise. The N1i- 
agara controversy involves only the ex- 
pansion of that development which pri- 
vate enterprise has always been ready, 
willing, and able to undertake but which 
only now has become possible. 

It is also asserted that private enter- 
prise at Niagara would pay inadequate 
attention, in the distribution of the 
power, to the needs of the defense pro- 
gram. Not only does the record of our 
industry refute that assertion, but the 
Capehart-Miller Bill itself requires that 
“In contracting for the disposition of 
project power, preference shall be given 
to directions from the Department of 
Defense for supplying power to gov- 
ernmental installations or to industries 
requiring power to produce materials 
essential to the national security.” 

Public power sponsors further assert 
that only the Federal government could 
equitably apportion the Federal power 
among states within economic transmis- 
sion distance, but here again specific pro- 
vision and procedure for accomplishing 
that result under the aegis of the Fed- 
eral Power Commission is set up in the 
Capehart-Miller Bill. 

All of these arguments, in addition to 
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their obvious lack of merit, could be 
addressed to other territories as a justi- 
fication for public power there. Before 
concluding, I want to make mention 
of the one argument of the public power 
advocates which can fairly be said to 
be peculiar to the situation at Niagara 
Falls, and that is the necessity for pre- 
serving the scenic spectacle. 

Sponsors of the Lehman-Roosevelt 
Bill undertake to find special circum- 
stances at Niagara Falls in the obliga- 
tions under the treaty with Canada to 
preserve at all times the scenic beauty 
of Niagara Falls. Under the treaty, an 
International Joint Commission super- 
vises the construction of any necessary 
remedial works. The Bureau of Power 
of the Federal Power Commission, in 
1949, estimated the cost of such con- 
struction at some $2,000,000, which is 
to be divided equally between the United 
States and Canada. Assuming, as must 
be the case, that the rise in price levels 
has increased this cost, the result falls 
far short of justifying the launching of 
the government into a power project 
which would cost in excess of $350,- 
000,000. Our group of companies has 
indicated a willingness to absorb the 
remedial 


cost of any such necessary 


works. 


Supervision by Joint Commission 


Public power sponsors also assert that 
the International Joint Commission 
would have no jurisdiction over the pri- 
vate companies. But the fact is, as pro- 
vided in the treaty itself, whether the 
Niagara redevelopment be constructed 
by the government or by private indus- 
try, the actual construction required to 
preserve the scenic spectacle at the Falls 
must be done under the supervision of 
Joint Commission. 
Since the Army Engineers as well as 


the International 


private enterprise engage contractors for 
their construction work, there will be 
the same degree of delegation, under su- 
pervision of the International Joint Com- 
mission, whether or not the public power 
sponsors have their way. 

For these many reasons, to each of 
which I have referred briefly, it is ap- 
parent that the implications of the Ni- 
agara controversy are most far-reaching. 
The result can well be decisive in the 
long struggle which we have been com- 
pelled to wage in the last two decades 
to repel encroachment 
upon the electric industry. For the same 

(Continued on page 236) 


bureaucracy’s 








Page 232 


EDISON ELECTRIC INSTITUTE BULLETIN 


July, 1952 


Managing to Have Good Management 


By Lawrence A. Appley 


President, American Management Association, Inc. 


An address before the Twentieth Annual Convention of the Edison Electric Institute, Cleveland, 


T has been my privilege over the 
last quarter of a century to be 
active in and to have close con- 
tacts with many different kinds of man- 
agements in all types of business and 
industry throughout the United States 
and in some 20-odd different countries 
of the world. Regardless of where one 
goes, he runs into a common reaction 
which is expressed something like this: 
“Our type of business is different from 
any other. This part of the country is 
different. The kinds of people and mar- 
kets with which we deal are different. 
Our problems and the conditions under 
which we have to operate are unlike 
those of any other business or industry.” 
I would be less than frank if I did 
not say that this kind of reaction does 
not stand up. There is no question but 
what there are differences in products 
and services. There are differences in 
methods and differences in degree of 
effectiveness, but basically the problems 
and needs of management are the same 
wherever you find them. 


Basic Principles, Skills, and Tools 


There are basic principles, skills, and 
tools of management which are common 
to any kind of management and to any 
geographical location. This is true 
within a company as well as between 
companies. You find, however, this re- 
action of “difference” within compa- 
nies. Company divisions or subsidiaries 
on the Pacific Coast claim to be quite 
unique as compared with those in the 
Middle West or the East, and when 
you get to the Pacific Coast, there are 
those in Northern California who claim 
that they are quite unique compared 
with Southern California, as well as 
with Portland and Seattle. 

It would seem that this should be one 
of the great lessons of World War II. 
Managements were operating in types 
of businesses they had never dreamed 
of being in and in areas about which 
they knew nothing, and yet they were 
successful. Automobile companies manu- 
factured airplanes and tanks; refrigera- 
tion companies manufactured machine 
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guns; soft drink concerns loaded am- 
munition bags, etc., etc. There are no 
basic differences. 

Well acquainted as I am with many 
managements and management people 
in the electric industry, | am not in a 
position to determine for that industry 
what its management needs are. Because 
the industry as a whole is made up of 
hundreds of companies, both large and 
small and running the whole gamut from 
poor operation to excellent and up-to- 
date direction, it would be virtually im- 
possible for anyone to make an accurate 
analysis of the needs that exist in the 
industry, and it certainly would be most 
unfortunate to generalize. 

The best approach, however, might 
be to present a few illustrations from 
electric companies with which I am ac- 
quainted and then to present to the entire 
industry some fundamental questions 
which these cases suggest. They will be 
questions which the individual manage- 
ment of any electric company should an- 
swer in an effort to determine its own 
needs for greater management develop- 
ment. 

During 1951, one company that comes 
to mind increased its kilowatthour sales 
of electricity by more than 20 per cent 
over 1950. Nearly 30 million dollars 


of new property and plant were added 


to the system. “Twenty-two thousand 
new customers were acquired. A new 
safety record was set. There was im- 
provement in the construction and de- 
sign of facilities and equipment. New 
records in the efficiency of power gen- 
eration were established. Through con- 
scious improvement in cost analysis, 
work simplification, and mechanization, 
this company assured its customers con- 
tinued quality service at low cost. It 
definitely established itself in the mind 
of the community, the employees, and 
the industry as a progressive, well-man- 
aged concern. 

Let me quote a few sentences from the 
president of another electric company: 
“You have often heard me speak of our 
competition both from government and 
from other business. We _ constantly 
have to ask ourselves, ‘What can we as 
a company accomplish better than gov- 
ernment or some other competitor?’ The 
only real reason our company can justify 
its existence is because, over the long 
haul, we can render better service at a 
lower cost. Unless we can render better 
service cheaper than our competition, we 
won't survive and what’s more, we don’t 


deserve to.” 
. 


Ways to Meet Competition 


The management of a third well-oper- 
ated electric company makes this state- 
ment: “There are only two basic ways 
to meet competition. One is to improve 
our service; the second is to cut our 
costs. We must continually use both 
these basic weapons. It is a matter of 
doing the common things uncommonly 
well. This may not seem very glamor- 
ous, but it enables us to render better 
service cheaper.” 

Another illustration just recently came 
to my attention. The particular company 
to which I refer started wage negotia- 
tions in April of this year. During these 
negotiations, the management arrived at 
an agreement with the union which rec- 
ognizes in writing “that the primary ob- 
jective of the company is to provide 
better service to its customers at the 
lowest cost consistent with its obligation 
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to provide fair wages and working con- 
ditions for employees and a fair return 
to its investors.” This agreement goes 
on to spell out the intention of both 
union and management to work construc- 
tively together toward the attainment of 
sound results in the interest of all the 
public involved. 

Several cases have come to my atten- 
tion of electric companies that are having 
difficulty in attracting and holding good 
management people. While the main 
reason for men being attracted to, and 
remaining in, management positions in a 
company is not compensation, it is a vital 
factor. There is a minimum of income 
below which men cannot maintain self- 
respect in their jobs. Because of their 
positions, they must maintain a certain 
standard of living. 

Regardless of where compensation 
ranks in relation to the many rewards of 
executive work, one cannot have good 
management without paying for it. There 
is one particular utility company that 
comes to mind where this is an extremely 
serious problem. An _ unusually high 
number of experienced, key executives 
are restless and seeking employment 
elsewhere, and a good number of them 
have already succeeded in finding it. 

The Edison Electric Institute itself 
(which means its members) recognizes 
that there are differences in the compe- 
tency of management within the electric 
industry. I understand that each year 
you present the Coffin Award to com- 
panies which, in the opinion of the Insti- 
tute, have done outstanding jobs in par- 
ticular areas of management. In other 
words, there is good management and 
bad management in any industry, and I 
am glad to recognize that this particular 
industry has its fair share of fine man- 
agement. May I now turn your attention 
to some fundamental questions which 
these cases force all people in the man- 
agement of an electric business to face 
fairly and squarely. At least, they should 
be thought-provoking. 

1. Does the management accept a 
philosophy that there is just as much 
incentive for growth and progress in the 
electric industry as there is in any other 
form of commerce and industry in A mer- 
ica, or is it a victim of the belief that a 
government-regulated industry is of ne- 
cessity a retarded industry? 

Even though rates are controlled and 
these controls vary by states, in most 
cases, the rate is arrived at as a percen- 
tage of a base which is usually capital 
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investment. This means that by increas- 
ing the quality of the service rendered, 
you increase demand for the service, you 
increase the capital investment because 
of added facilities needed by that de- 
mand, and you receive the capital for 
such investment as a result of the con- 
fidence of the investing public in the 
management. By this means, you increase 
volume and by increasing volume, you 
increase profit. All this means is that it 
takes a pretty competent management to 
do these things, and the more competent 
the management, the more satisfactory 
is the result. If this kind of philosophy 
exists in your management, then it is ap- 
parent to you why there is a need to 
manage so that you have good manage- 
ment. 

2. Is the management of the company 
leaning toward the European economit 
philosophy, or is it dedicated to and a 
believer in the American approach? 

The average European business exec- 
utive believes that the only way to in- 
crease his profit is to go to the govern- 
ment authorities and secure a_ price 
increase. The American philosophy is 
that by increasing the quality of product 
and reducing the cost to the consumer, 
you increase the demand, the market, the 
volume, and thereby increase your profit. 

There is a great deal of difference be- 
tween these two as to the need for com- 
petent management. The common Eu- 
ropean variety requires negotiators. The 
American variety requires business ex- 
ecutives. If your company believes in the 
American approach (despite the fact that 
it is government-regulated), then there 
is no question about your belief in the 
need for managing to have good man- 
agement. 

3. Does the management realize that 
we are approaching the greatest competi- 
tive economy this nation has ever known? 

There are some who are talking about 
There are 
those who seem to have thought this 


“the coming depression.” 


through fairly well, however, who de- 
scribe it better as a return to hard, 
tough, rugged competition with success 
at a premium and with a high rate of 
business failures. Some people like to 
call this the normal and healthy condition 
in American business and industry. 

A large percentage of men in positions 
of management responsibility today have 
never operated in a competitive economy. 
We haven't had such an economy in this 
country for hearly 14 years. If there 
were no other reason for paying a lot 
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of attention to the competency of our 
managements, these competitive condi- 
tions in themselves should be sufficient 
to call for all of the effort we can put 
forth to prepare men adequately for 
what they will be up against. 

4. What is the competition in the 
electric business? 

For one, there is gas, and those of you 
who are directly competing with the gas 
utilities know it is sharp and rugged 
competition. Those of you who are for- 
tunate (or unfortunate) enough to be 
in both the electric and gas utility busi- 
ness have the same competitor, and an 
extremely rugged one—government op- 
eration. 


Competition with government opera- 
tion will not be determined on the basis 
of competitive rates and costs. The gov- 
ernment figures never will be compared 
honestly and fairly with those of private 
utilities. That competition will be set- 
tled purely on the basis of public faith 
and confidence in the competency of pri- 
vate management. So long as the man- 
agement of a private utility is doing a 
job acceptable to the public, then the 
government loses its appeal. Even 
though government operation may be 
known to be less competent, the public 
turns to it as an alternative to incompe- 
tency when it exists in private industry. 
That management that is conscious of 
this situation well knows the need for 
managing to have good management. 

5. Is the management of the company 
fully conscious of the unlimited market 
for electric companies and of the stra- 
tegic part that managerial competence 
plays in the capture of that market? 

It is difficult to conceive how anybody 
in the electric business can fail to com- 
prehend the unexpected developments 
every vear that increase the market for 
electric power and, therefore, require 
attention to the importance of develop- 
ing management that can take advan- 
tage of these new opportunities. The 
job of the electric company executive 
is to create markets. There is absolutely 
no limit to residential, commercial, and 
industrial electric power needs. 

Television has been increasing in 
leaps and bounds, and it is a product 
for poor, middle-class, and wealthy. The 
electric clothes dryer is a recent devel- 
opment. Its power consumption is that 
of the electric stove. It has proved to 
be one of the greatest middle-class ap- 
pliances that there is today. 

The lighting in 


practically every 
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home, office, and factory is inadequate. 
People are physically suffering because 
of nothing but ignorance. With the 
many years that we have had electric 
lighting facilities, we are not yet using 
anywhere near the requirements for just 
plain good health. 

The substitute for men is electric 
power. If labor costs go higher, ma- 
chines increase in number. If machines 
increase in number, productivity in- 
creases, man’s needs are met with less 
effort, and the standard of living of all 
increases. 

All of these illustrations are listed 
simply to enforce upon our consciousness 
the fact that the potential for volume 
in the electric company market is far 
beyond the concept of any human being, 
and there never could be a management 
in the electric company business compe- 
tent enough to tap it all. “Those man- 
agements that are conscious of this are 
fully aware of the value of concerted 
and continuing effort to have good man- 
agement. The electric company business 
is a volume business. The volume is 
available if we have the people who can 
get it. 

6. Is the management of the company 
cost conscious, or is there an inclina- 
tion to be a bit careless about this be- 
cause of the cost-plus aspects of rates 
determined under government regula- 
tion? 

Do not be too quick to answer this. 
It is extremely important. Regardless 
of what the rate base may be, the profit 
of an electric company can be increased 
with volume. The lower we can keep 
our costs, the lower we can keep our 
prices, and greater consumption will 
result therefrom, as well as greater satis- 
faction by the consuming public. Don’t 
forget it is the satisfaction of the con- 
suming public that licks that tough 
competitor, government operation. 

Keeping costs down is directly re- 
lated to the competency of management. 
How well informed is the management 
on methods and efficiency? How com- 
petent is it in its supervision? How able 
is it in building a tight, taut, efficient 
organization that can produce services 
and products at less unit cost despite 
constantly rising costs of the ingredi- 
ents? The essentials for operating an 
electric company today are 90 per cent 
more than they were in 1941. 

If you are able to answer this ques- 
tion in the affirmative, then you know 
what we mean when we say that you 
don’t get this by hit-or-miss, day-in-and- 
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day-out management. You get it only by 
having a competent management, which 
you have only by managing to have it. 

7. Are the management people ade- 
quately compensated? 

This is a basic question that more 
managements are asking themselves to- 
day than ever before. While material 
reward is still not the greatest for which 
management people strive, it is extremely 
important. It has been fairly well estab- 
lished that as executive incentive is re- 
duced, so is executive performance. If 
the experiment in England during the 
last four or five years has not proved 
this, what has it proved? 

The tax situation in this country 
already has cut seriously into executive 
incentive, and we aren’t too far from 
being down the road as far as England 
has gone. It is extremely dangerous. 
Numerous studies are being made con- 
stantly by individual companies and by 
industries as to how the compensation 
of their executives may keep up with 
inflation and taxes. 

We have in the American Manage- 
ment Association an Executive Compen- 
sation Service which is the most ex- 
tensive study of its kind. It not only 
analyzes the actual compensation of the 
key executives in hundreds of compa- 
nies and by industries, but it also makes 
available to managements various mod- 
ern methods of executive job evaluation, 
incentives, and compensation which help 
managements to keep on top of this 
problem. 

It has also been my privilege to see 
one or two surveys which have been 
made, particularly in the electric indus- 
try. If any electric company manage- 
ment is not studying such surveys as 
these, it might be well to do so. This 
is a problem with which we cannot pro- 
crastinate in any business or industry. 

This has been rather a long and 
searching analysis, but I don’t know 
of any other way to approach an im- 
portant problem of this kind without 
determining the need, and I don’t know 
how to determine the need without fac- 
ing fundamental issues. All I have tried 
to do is ‘to suggest questions that each 
individual management can ask itself to 
determine the extent of its own needs in 
relation to increasing the competency of 
its management organization. 

Suppose, after you have answered 
these questions, you feel you are not 
doing enough to have the kind of man- 
agement you would like to have? On 
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the other hand, possibly you would like 
some suggestions against which you can 
check what you are now doing in order 
to help in determining its adequacy. 
With this in mind, may I suggest some 
things that managements might do in 
order that they may manage to have 
good management. 

First, let us consider what manage- 
ment is. Management is an activity in 
itself unlike any other activity. It re- 
quires particular qualifications and 
preparation. It is the responsibility for 
getting things done through the efforts 
of other people. 

Good or sound management is that 
which is continually increasing its com- 
petency to do the management job. It 
understands the true nature and _ re- 
sponsibilities of management; carefully 
and ‘consciously selects and develops 
members of the management team in 
line with required qualifications and 
preparation; is guided in its actions by 
the firm belief that the product and ser- 
vices it offers are means whereby the 
company’s employees may render a gen- 
uine service to society with deep per- 
sonal satisfactions. It is a management 
which makes continuing profits over a 
long period of time. 


“Profit” Becomes an Epithet 

Something akin to righteous indig- 
nation rises within me when I hear it 
assumed that profit is undesirable, that 
the making of it is sinful, and that the 
fact that some individual can operate 
more profitably than another automati- 
cally establishes him as a crook. In the 
public mind, profit has tended to become 
a term of opprobrium, ranking high in 
the dictionary of epithets employed by 
the demagogue and the radical; a profit- 
able corporation is considered by some 
to be an organization that follows unde- 
sirable practices. 

But the mere fact that Hitler used 
music to symbolize the 
“esthetic” side of the New Order is no 
reason why we should consign to the 
scrap heap some of the foremost works 
of musical literature. If a symbol has 
been abused, we must learn to look be- 
yond it, to the abuse itself. 

So it is with profit. The freedom to 
make profit implies also the freedom 
to make it unfairly or to make it on 
products and services which, by many 
standards, are undesirable. This is in- 
herent in the nature of freedom. With 
the freedom to do right, there must co- 
exist the freedom to do wrong. Society, 
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however, has a slow, certain way of 
dealing with those who are dishonest, 
ruthless, unfair, and who dispense what 
society considers harmful. While it must 
be recognized that profits have at times 
been made in the past by exploitation 
and by anything but fair and acceptable 
management, the fact is that we are 
approaching the end of that era. 

If a company receives more for the 
goods and services which it produces 
and distributes than it disburses for the 
products and services which it purchases, 
then that company is said to make a 
profit. If it continues to make such a 
profit over a long period of time, it 
may generally be inferred that society 
has placed the stamp of approval on 
the quality and methods of its products 
and services, and as a corollary that the 
management of that company is sound 
and capable. 

When the term “profit” is used to 
mean the real value of the services ren- 
dered to others 
value of the 


above the 
received from 
others, the basic and major purpose of 
management is to make profit. The 
over-all profit made by a company is 
merely the sum total of the individual 
efforts of The 


greater the number of individuals in the 


over and 
services 


its many employees. 


organization who produce more than 
they consume, the greater the profit of 
the company and of the individual em- 
ployees themselves. Thus, the funda- 
mental job of management is to in- 
crease the value of the contribution of 
each member of the organization, Le., 
to increase their productivity. 


Raising Productivity 


We have learned that productivity 
can be raised most effectively and most 
consistently when the methods used in- 
spire the will and the desire to work and 
when the rewards are shared with all 
who contribute to the over-all objective. 
In other words, the time has arrived 
or is very close at hand when the man- 
agement which hopes ‘to operate at a 
profit will do so only by employing 
those methods which inspire each and 
every worker to do his part. 

Management that is competent, man- 
agement that is continually increasing 
its competency in line with the growing 
requirements and complexities of the 
executive job, management that is pro- 
viding an adequate reserve of qualified 
and trained successors, does not just 
happen. An organization has to man- 
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age its affairs in such a way that specific 
provision is made, plans and programs 
established, so that the kind of man- 
agement situation which we are dis- 
cussing exists. Such a management can 
be planned, and it can be reasonably 
well assured with conscious and contin- 
uous effort. It can, however, no longer 
be left to chance. 

Here are measures which a manage- 
ment can take which will certainly con- 
tribute to increasing the effectiveness of 
present management, to preparing man- 
agement people for the assumption of 
greater responsibility, and to developing 
potential managers for their first super- 
visory obligations. 


Measures to Increase Effectiveness 


1. Reduce to writing a clear-cut, com- 
prehensive statement of why the com- 
pany is in business, what its purpose is. 
In arriving at this statement of com- 
pany purpose, clarification of the basic 
business philosophy of the institution 
is inevitable. It is obviously difficult for 
any group of people to formulate a writ- 
ten statement of purpose, which is to 
become an open document, without ar- 
riving at a relatively high purpose. 

2. Reduce to writing an official com- 
pany statement of the nature of man- 
agement and its responsibilities, and in- 
clude in this the recognition that man- 
agement is a specific activity requiring 
certain attitudes, 
and preparation. 


basic qualifications, 

To some, it may seem strange that 
this is a requirement. They may assume 
that this is recognized throughout the 
company without putting it into writ- 
ing. That, however, is seldom the case. 
If a management really has as a basic 
policy the belief that management re- 
quires certain qualifications and certain 
preparation, then that makes it perfectly 
clear that the time and the means for 
identifying these qualifications, on the 
part of the individuals, and for provid- 
ing the preparation that is needed, must 
be made available. 

Taking a careful inventory of the 
qualifications, needs, and compensation 
of present and potential executives takes 
considerable time and effort. The cor- 
rect answers cannot be arrived at in 
incidental conversations. It is rather 
significant that the appraisal of an 
individual as to his competency to fill a 
certain position is quite different when 
the position is open than when it is not. 
Further than that, the education and 
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training of management means, to some 
extent, time away from the job. If time 
so invested does not bring a greater 
return as a result, then the media used 
should be questioned. 

If it is perfectly clear throughout all 
levels of a management team that ade- 
quate qualifications and preparation are 
required, then a lot of the present reti- 
cence on the part of some to do what is 
necessary would be reduced. 

3. Establish a current and effective 
means for appraising the caliber of over- 
all management, of individual members 
of the management team, and of poten- 
tial managers. There are many systems 
of executive appraisal and inventory 
being used today. They vary greatly in 
their effectiveness. Before any manage- 
ment adopts an approach to this problem 
of formal appraisal, a very careful study 
should be made as to how best it should 
be done. There is no one system which 
meets the needs of all companies. They 
should study those that are available 
and then tailor-make their own system. 

There are very successful programs 
of executive appraisal in some electric 
companies. They have been in opera- 
tion long enough to have been reason- 
ably well established as successful. There 
is adequate evidence of their effective- 
ness and benefits. I regret that time 
does not permit detailing one or two 
of them, but they are available to those 
who indicate an interest to know more 
about them. 


Management Development Program 


+. Put into effect a management de- 
velopment program, which is clearly 
spelled out in all the details of objec- 
tive, procedure, and responsibility, which 
will develop the kind of management 
climate in which good management and 
competent managers can flourish; care- 
fully select, educate, and train prospec- 
tive managers; develop present managers 
for better performance in their current 
jobs and for the assumption of greater 
responsibilities; provide adequate execu- 
tive incentive and compensation. 

Here again is a very broad subject 
about which there is much to be known. 
Programs of management development 
are not a recent innovation in American 
business and industry, but interest in 
them and adoption of such programs 
has spread with an intensity unequaled 
by any other management activity since 
World War II. 

There is a wealth of experience and 
knowledge available in the field of man- 
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agement development. There are also 
adequate means for discovering what 
this experience and knowledge is. There 
are people in many companies who are 
devoting their full time to this activity 
and who are free and willing to make 
their experience available to others. 

American management is literally go- 
ing back to school. A year ago, it was 
my privilege to complete a study on 
management education for presentation 
at the Ninth International Manage- 
ment Congress in Brussels, Belgium. 
The work being done in this area by our 
universities and colleges, by the com- 
panies themselves, by professional asso- 
ciations, and by management consul- 
tants is nothing short of phenomenal. 
It is impossible for anyone engaged in 
this activity to keep up with the de- 
mands for help from American manage- 
ment. 

There is a continually increasing num- 
ber of executives being appointed full- 
time to this work within their own 
companies. They are constantly increas- 
ing their own knowledge and expertness. 
They are exchanging experience openly 
and freely. If you do not know what 
you need to know about what is going 
on in this kind of work, that too is 
available upon request. 

Keeping Informed 

5. Become well acquainted with, and 
make full use of, all the means, both 
within and outside the company, for 
broadening the viewpoints of the man- 
agement team, for helping executives 
acquire an awareness of the local, na- 
tional, and international forces that are 
influencing their decisions and activi- 
ties; for acquiring the skills of manage- 
ment; and for developing competence in 
the use of the tools of management. 

Every time it is my privilege to meet 
with a group of top executives for the 
purpose of discussing what they con- 
sider to be the greatest needs of their 
management people, there seems to be 
unanimity that a greater awareness of 
what is going on about us is necessary. 
We become so involved in our own jobs 
within our own company that we do 
not see what is going on about us. It is 
absolutely necessary that conscious ef- 
fort is made to do those things which 
keep executive people well informed 
over and beyond their own particular 
jobs, companies, and communities. 

6. Set up formal and continuing re- 
search projects in management attitudes 
and techniques and in specific fields of 
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The Far-Reaching Implications 
of the Niagara Controversy 


(Continued from page 231) 


reasons, the result of the Niagara con- 
troversy can well be a decisive blow to 
the private enterprise system as typified 
by the electric light and power industry. 

Notwithstanding the seriousness of 
the issues presented by the Niagara 
controversy, the situation is not without 
its sunny side. Thus far, the response 
of those who place their faith and hope 
in the continuance of the private enter- 
prise system has been tremendous. From 
all over the nation, civic groups and 
industrial, farm, and labor organiza- 
tions, as well as countless individuals, 
have rallied to our cause. In New York 
State itself, although the supporters of 
the Lehman-Roosevelt Bill claim to be 
acting in accordance with the desire of 
the people of the State of New York, 
we are receiving publicly the support of 
the Chamber of Commerce, the Farm 
Bureau Federation, the State Grange, 
the Citizens Public Expenditure Survey 
(which is the state taxpayers’ associa- 
tion), the State Federation of Labor, 
the State Association of Electrical 
Workers, the International Brotherhood 
of Electrical Workers (AFL), the Util- 
ity Workers Union of America, (CIO), 


various engineering societies, the Society 


human relations. In doing so, establish 
a favorable ratio of expenditures to the 
funds expended for other types of 
research. 

If it were possible to determine the 
total amount of money spent annually 
for product research and development 
and that which is spent for human re- 
search and development, it is quite pos- 
sible we all would be rather shocked. 
We would be particularly concerned 
if we fully realized the far greater po- 
tential return for dollars spent in find- 
ing out what motivates people and how 
they can be influenced to put forth their 
greatest effort in organizations such as 
business and industry. We haven’t be- 
gun to tap the creativeness and produc- 
tiveness of human, mental, and physical 
effort. It seems incredible that any com- 
pany can consider its future as safe when 
it does not put a proper amount of time 
and money into human research. 

In this presentation, it has been my 
attempt to point out that management 


of Professional Engineers of New York 
State, various women’s clubs, as well as 
the Minute Women of America. The 
editorial support for private development 
has included national as well as local 
publications. With such support, and 
it is increasing daily as the facts be- 
come known, we have every right to be 
hopeful of the outcome of the Niagara 
controversy. 

On behalf of our group of five com- 
panies, | want to express our deep ap- 
preciation for the electric industry’s sup- 
port. It is most encouraging to know 
that we can look forward to the whole- 
hearted cooperation of the industry in 
the decisive days ahead of us. 

In closing, I want to say that as an 
industry I am sure we will continue to 
shoulder the serious responsibilities 
which will continue to confront us in 
a troubled nation and in a troubled 
world. I am sure we all agree that no 
sacrifice will be too great except the 
loss of our freedom. We shall lose our 
freedom if we lose the private enterprise 
system. We shall lose the private en- 
terprise system if we do not succeed in 
halting Federal 
private industry. 


encroachment upon 


is an activity in itself and that com- 
petence in it requires certain qualifica- 
tions and preparation; that competent 
management which can meet the com- 
petitive and unlimited markets ahead 
will not just happen; that it is possible to 
have skilled management and adequate 
management reserves in an electric in- 
dustry or, for that matter, in any other 
industry by the adoption of certain 
basic policies and programs. 

It has further been my effort, by the 
presentation of certain fundamental 
questions, to help determine the need 
for any specific effort on our part to do 
anything about the caliber of the man- 
agement team. If this presentation has 
done nothing more than to inspire fur- 
ther inquiry and interest, then it has 
attained its purpose. It certainly has 
not been my intention to supply all the 
answers. Actually, that is beyond the 
competency of any human being, but 
there is much room for valuable research 
in this kind of endeavor. 
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This Business of Government 


By The Hon. Wallace F. Bennett 


An address before 


AM having a unique experience. 
I am a man who, after 30 years 
in an atmosphere of and career in 
business, suddenly finds himself a part 
of the government. I brought to my 
new job an attitude that I am sure 
many people share toward the govern- 
ment. Like these people, 1 was inclined 
to observe that the Federal government 
was the biggest business in the world; 
that we needed more businessmen in 
government; that if we tried to run our 
businesses the way the Federal govern- 
ment is run, they would soon fold up. 
Thus, I have chosen to report here 
some of my observations on this inter- 
esting question of the relationship be- 
tween business and government and the 
problems created by that relationship. 
From the point of view of both busi- 
ness and government, I think it is fair 
to say that, at this point in American 
history, there is a definite atmosphere 
of conflict these 
life. In some 
ways, that is inevitable; in many ways, 
it is unfortunate. I think it is impor- 
tant that we spend a little time trying 
to find out why this should be and then 
spend a little more time talking about 
what should or can be done about it. 


between two great 


forces in our American 


A Difference in Atmosphere 


The first’ thing that impressed me 
when I came out of business and went 
into government was that government 
provides a completely different atmos- 
phere. It has a different vocabulary. 
The words that are common to these 
two parts of our society have different 
meanings. When these words are used 
in their separate atmospheres, it is diffi- 
cult for business and government to find 
common ground on which to discuss 
common problems. 

The second thing, of which I have 
had constantly to remind myself, is that 
there are no such things as “business”’ 
or “government” abstractions.. There 
are only men, men who serve in one 
phase of our life or the other. When I 
made that discovery, it became easier 
for me to understand what was going on. 


I realized that these men are moved 


United States Senator from Utah 
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by the same motives and that they are 
plagued by the same weaknesses. If 
they are honest and honorable and men 
of integrity and good intention, they 
are looking forward to the same objec- 
tive. But with the best goodwill in the 
world, they get involved in the differ- 
ences of the situations in which they 
work, and they help contribute to con- 
flicts. 

It has been interesting to me to ob- 
serve that occasionally businessmen do 
go into government. After a while, a 
few months or a few years, those who 
knew them back home when they were 
in business are that 
these businessmen in government have 
changed, that they have caught “Po- 
tomac fever.” The forces of the gov- 
ernment have been too powerful for 
them. I don’t think that that is always 
altogether fair, 


inclined to say 


because you have to 
change in order to meet the situation in 
which you work. 


Question of Bigness and Growth 


I would like to suggest three exam- 
ples to point out the problem as I see 
it. I have suggested that men are moved 
by the same motives. I think that there 
are no more fundamental motives in hu- 
man life than the desire to grow, to 
develop, to build, to achieve, to be re- 
warded, and these motives move men 


in business, as they move men in in- 
dustry. 
cessful in either sphere, the organiza- 
tions with which we work begin to 
They get bigger. That is the 


When we are reasonably suc- 


grow. 
measure of our success. 

One of the interesting conflicts be- 
tween government and business today 
arises over this question of bigness and 
growth. The government says, “Busi- 
ness is too big. It has to be curbed and 
constrained, and wé are the boys to do 
it.” And business says, “Government is 
too big. It is getting out of hand. It is 
threatening the liberties of our people. 
Something must be done about it.” 
And, yet, both of these conditions, hap- 
pening side by side, are the result of 
the most normal human motive, the 
desire to grow and build. 

Let us stop a minute and look at these 
two situations. Government says, “Busi- 
ness is too big. We can’t have the power 
that goes with economic situations left 
in the hands of selfish men whose chief 
motive is to make a profit, whose mo- 
tivations are economic.” For men in 
government, power is the only reward, 
because government as a career doesn’t 
provide financial rewards commensurate 
with those that can be earned in busi- 
ness by men of the same ability, but it 
does provide the satisfaction that goes 
with power. 


Fetish for Little Business 


Then government says, “Moved by 
the desire for profit, business, when it 
gets too big, makes too much profit. 
And that accumulated 
into a few hands, it robs us in the gov- 
ernment of the power adequately to 
serve the voters, the consumers, the citi- 
zens of the United States. It interferes 
with our income, and so we have to 
stop that.”’ 


when becomes 


There has grown up in government 
an interesting situation. There has de- 
veloped a fetish for little business. Big 
business is evil, and little business is 
virtuous. It is interesting to me to sit 
in the Senate and see that the men who 
led the fight against business as a whole 
are the ones who worship at the shrine 








Page 238 


of little business as a virtuous check and 
competitor of evil big business. 

Well, let’s turn the page over. “Gov- 
ernment is too big,’ say the business- 
men. “It has too much power. It is 
collecting too much of the national in- 
come and spending it. It is accumulat- 
ing. It has grown until it is the largest 
employer in the world. It has too much 
influence over the lives of people. It 
interferes with ordinary economic proc- 
ess, because it has become so big.’’ We 
criticize government as business. We 
say, “It is wasteful.” We say, “It is 
extravagant.” We say, “It takes too 
big a bite out of the national economy 
for taxes.” 


Arguments for Big Government 


But, in defense, 


“Our purpose is to serve the individual 


government says, 
citizen, and we see the individual citi- 
zen fundamentally as a 
man with wants and needs. And we 
can’t get too big to serve him. He has 
still too many wants and needs that are 


consumer, a 


unsatisfied. You say the government is 
wasteful. Well, what of it? What we 
waste, actually, increases and_ hastens 
the process of consumption. 
the government is extravagant. Govern- 
ment can’t be extravagant, because its re- 


You say 


sources are limited to the resources of 
all the people, and as long as there are 
unmet needs, it is government’s obliga- 
tion to take those resources and attempt 
to meet those needs. 

“You say taxes are too high. Well, 
taxes may be a burden to the business- 
man and to some citizens, particularly 
the big ones who have become too big, 
but taxes are very efficient and desira- 
ble in the hands of government. They 
not only pay our bills but they give us 
an instrument by which we can reshape 
the pattern of life in this country more 
nearly to our conception of what the 
majority of the voters want. 

“Our final reward is not in dollars or 
in profit. It is in votes, and the test of 
our success is that we be returned to 
office and entrusted with more power.” 
That is the point of view of the elected 
officer. 

We like to talk, in business, about 
bureaucracy and how bad it is, 
times forgetting that there is bureau- 
cracy in business. It is a disease that 
can fasten itself onto any organization 
that requires large numbers of people 
to operate it. A man who builds a busi- 
ness attempts to serve his customers so 
successfully that they will pay him 
enough so that he can expand his service 


some- 
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and thus expand his income. We like 
to say, we businessmen, that we operate 
in the public interest and that our suc- 
cess is a measure of our ability to meet 
the public interest. 

Now, look at the fellow who is a 
government department head or bureau 
chief. He feels that his service is in the 
public interest. He can’t go out and sell 
it to a customer for money, but he has 
to sell it to Congress and to taxpayers 
in the hope of getting a larger share of 
an appropriation. And many of these 
men—probably most of them—feel that 
the service they render is so valuable 
that citizens, if they were wise, would 
willingly increase their tax burden in 
order that this service might be in- 
creased. 

We like to laugh at the bureaucrats 
and say that bureaucracy is a process 
which grows by accretion and puts a 
premium upon the building of mere 
Sometimes, this can be said 
about businessmen. 


situations. 

So, as this very human desire for 
growth operates in two fields, it pro- 
duces conflict, produces distortion, mis- 
difficulties. We have 


finally come to the point in the United 


understandings, 


States where it has created competition, 
and, therefore, the conflict is a very real 
and practical thing and not a matter of 
theory. 

I have suggested that men in govern- 
ment and business share the same weak- 
Briefly, I would like to deal 
with the problem of inflation in order 
to illustrate my point. 


nesses. 


Causes and Cures for Inflation 


Men in business and government will 
agree that inflation is bad, but they 
won't agree on practically anything else 
about it. Men in government say, ‘“In- 
flation is bad. It is bad because it re- 
duces the consumer’s purchasing power, 
makes it more difficult for him to sat- 
isfy his wants. Inflation is caused by 
business. Inflation is caused by high 
prices, and businessmen make high prices, 
and, therefore, cause inflation.” 

And how do you cure it? Govern- 
ment says that is easy. You just put a 
weight on prices and hold them down. 
Then you move to increase the pur- 
chasing power of the individual by wage 
raises or some other means, and you 
restore the imbalance, which should al- 
ways have purchasing power a little 
higher than prices. 
cure inflation.” 


That is how you 


The business people don’t accept this 
at all. They say, “Inflation is caused by 
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government. It is a phenomenon of the 
manipulation of the government’s power 
to coin money, and inflation is 20 years 
old in America. It began as a deliberate 
program to cure the results of the de- 
pression and has continued ever since.” 

In contrast, government says that 
inflation is a short phenomenon, and 
that we have only had two spots of it in 
this generation, one right after World 
War II, when business got greedy after 
price controls were taken off, and once 
since Korea started, when business at- 
tempted to exploit the possible needs of 
the people. 

The business people say not only that 
the government created inflation as a 
matter of deliberate policy by its manip- 
ulation of money and credit but also that 
government alone can cure it. Govern- 
ment can cure it by reducing its size, 
by taking part of the tax burden off, 
by cutting off deficit spending, by ap- 
plying indirect controls to credit, and 
by drying up or at least postponing this 
excessive zeal of the consumer to con- 
sume. 


Increasing Production 


Business men say inflation can _ be 
cured in part, at least, not by increas- 
ing consumption, as_ the 
says, but by increasing production. Busi- 
nessmen say that price controls should 
be taken off, or we will never be able 
to cure inflation. The facts probably lie 
either somewhere in between or repre- 
sent a combination of the views of gov- 
ernment and business. 

A major test on a motion to strike 


government 


out price and wage controls was con- 
ducted in the Senate last May 28. I 
voted for it, but it was defeated, as I 
knew it would be. Last year it got about 
five votes, and this year it got about 18. 
It might be interesting to review the 
reactions of some of the businessmen 
who are in Congress, and there are some, 
before the vote was taken. I inquired 
of some of my friends as to how they 
were going to vote, and I was sur- 
prised to be told by some particular 
men, “We can’t afford to take controls 
off now.” They gave two reasons. First, 
it is politically dangerous. The gov- 
ernment, the administration, can still 
create more inflation and beat us at the 
polls in November. But, they also said, 
“We can’t trust the businessmen of 
America. If we take controls off, they 
will move to create inflation.” 

So, it seems that even men who have 
come out of business into the govern- 
ment have come to accept the philosophy 
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that businessmen, not government, cre- 
ate inflation. 

Let us move into another area of in- 
teresting conflict that grows out of the 
fact that both government and _ busi- 
ness, in the end, exist in a free nation 
to serve the best interests of the citizen. 
Men on both sides have come to feel 
that their pattern, their program, is the 
most successful and the most efficient. 
There is a proposed Constitutional 
Amendment floating around the country 
—it has not been introduced in Con- 
gress, as far as I know—which provides 
that government must immediately with- 
draw from all activities which are in 
conflict or which are substitutes for ser- 
vices that can be provided by private 
business. That is one extreme. 

We see the other extreme in Russia, 
where there is no place for private 
business and the right to serve the people 
is vested solely and completely in the 
government. 

Are you ready to take either complete 
pole? Are you ready to say that gov- 
ernment may render no service to busi- 
ness for a price or profit? I am sure 
you are not ready to say that business 
has no right to serve the people, and I 
think you are not ready for either posi- 
tion. The ultimate solution to that 
problem is not one of interdiction but 
one of continuing adjustment. Are you 
ready to say, for instance, that the Fed- 
eral government should turn the post 
office service over to private business? 
I was interested to see that Admiral 
Moreell of Jones & Laughlin Steel Co. 
made a speech and said he was ready to 
do that, but he is the only man I know 
to be of that opinion. 


Difficult to Draw the Line 


Are you ready to say that we shouldn't 
have municipal water plants and that 
other municipal services for which fees 
are charged should be discontinued and 
set up on a private basis? You probably 
are not, but you are disturbed when 
government says we should extend the 
idea of municipal power plants, and so 
am I. It is hard to know where to draw 
the line, and that is our continuing 
problem. 

As to the relationship between busi- 
ness and industry in the utility field, 
it seems to me that the problem is made 
more difficult by two conditions, which 
we cannot escape. The first is that 
there may be areas, there may be situa- 
tions, there may be valuable develop- 
ments, which on the face of them seem 
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to be so vast, with the hope of reward 
so slim, that private capital cannot be 
induced to take them up. Where does 
the businessman come in in the govern- 
ment’s stand on that kind of problem? 

To be specific, in my own state, we 
have such a problem. Ours is a semi- 
arid state, and water is our life. We 
have just about reached the limit of 
our development in drought, both popu- 
lationwise and industrially, unless we 
can get more water. We have a source 
of water under a compact that was 
signed 30 years ago and which divided 
the waters of the Colorado River. We 
are entitled to a certain amount, but to 
get it will require an investment now 
estimated at one billion three hundred 
million dollars. 


Irrigation in Utah 


I think the people of Utah are pri- 
marily interested in water, because they 
know that power can be produced from 
the state’s vast coal fields, as it is being 
produced by Utah Power & Light Co. 
and other sources. But they also know 
that they cannot finance irrigation fa- 
cilities, using water from the Colorado, 
unless there is a power development to 
take over a majority of the load. I don’t 
know whether or not there is any private 
capital that would undertake to go in 
and build that system of dams, the 
power part of the project, and the 
aqueducts and the reservoirs that would 
have to be developed to supply the 
water where it can do us the necessary 
good. 

As a businessman, should I say that 
I will not support the use of govern- 
ment funds in that kind of a situation, 
and, if there are no private funds, then 
say, that such development is desirable 
but that we shouldn’t have it? 

On the other hand, I think there 
have been areas in the electric industry 
where there were human wants which 
the industry did not choose to satisfy 
because of the cost involved, because it 
was obviously impossible to make such 
areas commercially successful, because 
they might have put a destructive drain 
on company operations. But govern- 
ment has stepped in; it has stepped in 
in both situations, the very large and 
the very small; and so the industry 
faces the REA’s today. 

Looking back, the industry might have 
done things differently. But there isn’t 
any question but that, in this matter of 
the ultimate service that the citizen or 
the consumer wanted, there seemed to 
be situations in which the government 
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was the more logical source of the 
solution. 

There are a lot of other corollaries to 
this situation, and the electric: industry 
is trying, today, to find the point which 
represents a reasonable, logical, profit- 
able, desirable dividing line between the 
service of the government and the ser- 
vice of private industry. 

These, then, represent three major 
problems: the problem that grows out 
of a common motive; the problem that 
grows out of a common weakness, in- 
flation; and the problem that grows out 
of an inevitable, overlapping competi- 
tion. 

How are we going to solve them? 
Some people say, ‘‘Let’s pass laws,” but 
if you depend on that solution, you put 
yourself in the hands of government. 
It is government that passes the laws, 
and you can be sure that government 
will not pass laws which materially 
weaken itself and strengthen a force 
that it considers to be antagonistic. 

“Well,” you say, “let’s elect more 
Let’s fill 
Congress up with men who are favor- 
able to our point of view.’ That is a 
desirable thing, but, when a man gets 
into Congress and takes the oath, he 
suddenly realizes that if he is true to 
himself and his oath, he cannot repre- 
sent a single segment or a single point 
of view. There are many who do, and 
we look on them with a kind of con- 
tempt. We measure them as the tools 
and not the servants of the people. 


businessmen to government. 


Solutions to Problem of Inflation 


I think there are some things that we 
can do. First, in this question of infla- 
tion, I think there is a principle in- 
volved. Now, can we find the funda- 
mental truth which is represented by 
that principle? Can we find the real 
cause of inflation? Can we find the 
logical steps that must be taken to solve 
it?) Then, can we wash out political 
implications and self interest and apply 
the principle? 

The sad fact is that we have liked 
inflation, up to a point. We have liked 
it and the sense of progress and _ in- 
crease and higher goals that it has given 
us. We like government business, for 
government is the biggest purchaser. 
It is going to take a lot of courage to 
say that we are going to cut this off 
and that off and that we are going to 
reduce the flood of government orders. 
It is going to take more courage than 
the American people have, I am sad to 
have to report. 
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I have been in the Senate now for a 
year and a half. I have seen a few 
attempts by government to carry out 
the edicts of Congress and reduce ex- 
penses, and some of these edicts af- 
fected communities, individuals, and in- 
dustries in- my native state. In a num- 
ber of cases, such reductions have only 
affected one man or one service in a 
community, a few thousand dollars, but 
the reaction from the businessman and 
citizens of the state has been automatic. 
They object. They don’t want this man 
cut off. They don’t want to lose the 
salary of these three or four people who 
work in the service of their town, and 
all of the pressure in the world that 
they can bring to bear comes down on 
me to restore it. 

We have a number of very large 
government installations in Utah. The 
Federal government is the largest em- 
ployer in Utah, probably four or five 
times as big as the largest private em- 
ployer. Can you imagine what would 
happen to me if I, as a Senator, said, 
“We will pick out one of these installa- 
tions and eliminate it?” Knowing what 
has happened when I have seen a bu- 
reaucrat attempt to eliminate one em- 
ployee, I can realize the weight of pres- 
sure that would be exerted against me 
if any cutback had a major effect on the 
income of the businesses of my com- 
munity. And, yet, we are not going to be 
able to reduce the cost of government 
without firing somebody, without elim- 
inating functions. 

Since I have been in the Senate, only 
once has an organized group of people 
written in to me and said, “We are 
getting too much money from the Fed- 
eral government. Here is a function 
you can eliminate. Here is an amount 
of money you can take out of the budget 
with our approval.’ The American 
Farm Bureau Federation made that sug- 
gestion last year, and it was defeated 
both in the House and in the Senate. 
The federation made it again this year, 
but it is not even being reported out by 
the appropriation committee. Why? 

I voted for it, and when I asked 
some of my friends who didn’t, they 
said, “Well, that is what the organiza- 
tion wants, but that isn’t what the in- 
dividual members want. The organi- 
zation is not going to lose any money 
if we cut this function out. Dues are 
going to go on just the same, but it is 
going to take money out of the pockets 
of members, and the members won’t 
stand for it.” 
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We have a long way to go, if we are 
going to overcome this particular handi- 
cap, if we are going to be able to raise 
ourselves above what seems to be our 
selfish interest and permit our repre- 
sentatives to vote safely for the long- 
range common good. 

We have to find principles, and then 
we have to have courage to apply them. 
When we talk about this question of 
bigness and realize that it is the prod- 
uct of common motive and when we 
realize that the difficulties we face are 
the products of weaknesses that exist 
both in men who work in government 
and men who work in industry, we real- 
ize that this is just another manifesta- 
tion of the oldest problem in human 
life, the problem of the development of 
character and responsibility, the prob- 
lem of overcoming selfishness, the prob- 
lem that man faces in resisting tempta- 
tion for an easy solution. 

We have been very much worked up 
about corruption in government and 
men who have succumbed to temptation. 
Men in government remind us_ that 
there could not be any corruption in 
government unless there was a _ con- 
industry. And 
they remind us—or they give the im- 
pression—that there is much more, be- 
cause in addition to the corruption in 
industry, which affects government, 
there are many questions, indicating 
selfishness, which affect only the opera- 
tions within industry itself. 


current corruption in 


Living Together Harmoniously 
Finally, | have indicated my idea of 
the only possible solution, which isn’t 
really a solution but simply the develop- 
ment of an arrangement under which 
It is a constant 
readjustment between business and gov- 


we can live together. 


ernment, each of which seeks to, serve 
the citizen. 

Is there a court of last resort? Is 
there a force to which conflicts can 
finally be referred? We are very con- 
scious of a court of last resort, today, 
because of the recent Supreme Court 
decision in the steel case. And we are 
very encouraged to realize that in this 
particular conflict, there was a principle, 
there was a court, there were men with 
character and courage to apply the prin- 
ciple and let the consequences come as 
they would. 

In our problem, however, the court of 
last resort is not the Supreme Court. It 
is the supreme sovereign, the individual 
citizen, and if we have a point of view 
which is more worthy than that of the 
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men who make their living in govern- 
ment, we can assure its survival if we 
have the ability to provide the leader- 
ship that it is going to take to win the 
final judge, or citizen, to our way of 
thinking. 

What is the proper relationship be- 
tween government and industry? I 
think it lies somewhere between the 
two extremes of which I have been 
talking. Interestingly enough, in our 
kind of government, where the citizen 
is the final arbitrator, leadership outside 
the ranks of government itself can be 
effected. It can exist. It can operate. 
You in the electric industry have that 
opportunity of leadership, and therein 
lies, I think, your ultimate hope of 
solving the problem of government and 
industry. You work much closer to the 
people who make up your organization 
than any man in government does. You 
meet them more frequently, and you 
have a greater opportunity to teach 
them. 

If government and business are ever 
to come into proper balance and main- 
tain the kind of a relationship which 
permits each to operate effectively in its 
own sphere with a minimum of inter- 
ference, it will be because men in in- 
dustry, with positions of leadership, have 
the wisdom and vision to see the proper 
balance, develop and permit power in 
government where it is wise and neces- 
sary, and have the ability to win those 
with whom they work to that point of 
view. 

Government and industry should not 
be opponents. They should be partners. 


Wisconsin Company Wins 
Americanism Award 

N recognition of the company’s pub- 

lic and employee information pro- 

fundamental 

American ideals,” the Wisconsin Power 


gram, “which supports 
and Light Co. received the first annual 
Americanism Award of the Department 
of Wisconsin, American Legion, at a 
ceremony held in the Legion Club, Mad- 
ison, on June 5. The award, in the form 
of a bronze plaque, was presented by 
Department Commander Kenneth L. 
Greenquist to J. E. Canfield, Vice Pres- 
ident of the company. 

In making the presentation, Com- 
mander Greenquist stated that “Tonight, 
in recognizing the work of Americanism 
as an outstanding service, we bring into 
focus the great need for more of this 
work.” 
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On the Frontiers Where Industry 


and Education Meet 


An address before the Twentieth Annual Convention of the 


N a very real sense, the problems of 
the men who are administering 
American colleges and universities 

are closely akin to those of men in the 
electric industry. The former are pro- 
ducing power through trained and edu- 
cated young men and women; the latter 
are producing power through kilowatts. 
The production capacity of the electric 
iudustry comes to some 90 million kilo- 
watts, I am told, including both public 
and industrial capacities. Colleges and 
universities have had in process during 
this academic vear some 2,116,000 hu- 
man beings. These institutions, too, have 
problems of procuring raw material, pro- 
cessing it over a period of several years, 
financing it, and finally disposing of it 
They are 
concerned, too, by their load factor. Line 


to a satisfied constituency. 


losses of the electric industry are measur- 
able and of importance. Leaky human 
noggins cause much educational output, 
also, to be lost in process. 


Inventory of Goods 

Of course, there are some differences 
between the electric business and educa- 
tion. The electric companies’ inventory 
of goods in process is really energy con- 
fined to wires and formal distribution 
channels. They sell energy which is 
dissipated and must be supplied anew. 
The inventory of educational institutions 
is on the hoof, running about with ideas 
of its own, self-charging, confined to no 
distribution pattern, capable of study 
in no network analyzer, and producing 
all sorts of strange and unexpected re- 
sults, from dormitory riots in quest of 
coed lingerie to positive ideas concerning 
the due date of the millenium. 

Electric output is intellectually inert; 
educational output has ideas on every 
known subject. Both are capable of pro- 
ducing considerable shock, but the fatal- 
ities induced by either of these operations 
are surprisingly small. 

Electric companies can measure their 
produce in terms of uniform units; col- 
leges and universities have no measure of 
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theirs whatever. The companies’ effort 
is to maintain a uniformity and constancy 
of output. Educational efforts go to the 
production of dissimilar units lacking 
uniformity in energy, productive capac- 
ity, and pulling power. Electricity out- 
put is taxed—and educational output is 
sure to be. 

Men in these two professions suffer 
somewhat from the same vicissitudes in 
their executive responsibilities. The elec- 
tric industry fears government produc- 
tion of power, with all of its concomi- 
tants of public bookkeeping which rec- 
ognizes no complete cost accounting 
procedures, with all of its implications 
of socialization and the inhibition of the 
free-enterprise spirit. 


Federal Financing of Education 


Men in the field of education, too, fear 
the long shadow of the Federal govern- 
ment, casting its inexorable influence 
throughout their operations. Federal fi- 
nancing has been part and parcel of 
higher education since the Morrill Act 
of 1862. Then, for long decades, there 
was no particular change in the extent 
or proportion of government aid. Since 
World War II, however, there has been 
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a great increase in Federal support for 
college structures. First, there were the 
military programs; then, with the war’s 
aftermath, the G. I. training lifted the 
enrollments and swelled the coffers of 
every institution in America; and finally 
have come vast programs of government 
research under contract in the major 
universities, which have poured millions 
of dollars into the support of instruction- 
al, administrative, equipment, and_ re- 
search facilities. 

Increased Paternalism of Government 

New threats of government seizure of 
industry have catalyzed the frightened 
interest of the business community in 
recent weeks. New programs of gov- 
ernment support for higher education 
have been several times introduced into 
the Congress in recent years, in behalf 
of both endowed and public education— 
grants for medical education, scholarship 
funds for our American young people, 
exchange scholar programs to implement 
Point Four—all have been either pro- 
posed or implemented. Slowly, almost 
imperceptibly, private, endowed educa- 
tion is being drugged by heady potions 
from the public trough. 

The increased paternalism of govern- 
ment in both the electric business and 
higher education gives cause for sober 
reflection on the part of the intelligent 
citizens of our Republic. To stem the 
tide is their common problem. 

Education needs the men of the electric 
industry. In the face of inflationary 
vears, education is caught. Tuition in 
no endowed college or university does 
or can meet instructional expenses. They 
operate, as does the electric industry, 
under a high ratio of fixed costs and 
heavy capital investments which cannot 
readily be adjusted. The pressures for 
educational services are only slightly 
more vagrant than those for electric ser- 
vice. The endowed institutions compete 
with publicly supported universities as 
electric companies compete with Federal 
power projects. To meet growing needs, 
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colleges and universities cannot float 
bonds and debentures or offer stock is- 
sues. The philanthropy of a generous 
public has been crippled by high taxation 
levels, which have largely eliminated the 
individual donor as a source of educa- 
tion’s support. Two alternatives exist— 
Federal subsidy, or prompt and whole- 
hearted support from the American bus- 
iness corporation. Under the aegis of the 
Internal Revenue Act, which provides 
that up to five per cent of net corporate 
earnings before taxes may be deducted 
from tax liability when devoted to char- 
itable and educational purposes, many a 
corporation has set up an educational 
foundation for the support of institutions 
of higher education. Others have such a 
step under consideration. 


Corporation Contributions to Education 


It is not a simple matter. In some 
states the legal implications of so dispos- 
ing of stockholders’ funds are not entirely 
clear. Many corporations find great dif- 
ficulty in deciding to which institutions 
and to what extent and for what pur- 
poses their funds should be committed. 
This is no easy task. Some corporations 
have devoted educational funds to spe- 
cific research projects in the universities, 
for in the laboratories of many a univer- 
sity campus, scientific scholars are on the 
trail of still-hidden secrets in such fields 
as atomic energy, which some day will 
surely revolutionize the electric industry, 
as well as the lives of us all. Such spe- 
cific research grants are useful and make 
some overhead contribution to general 
educational purposes, although most of 
the money must be spent exploring the 
frontiers of knowledge in the area of 
the corporation’s own interest. Other 
companies have set up scholarship funds 
for the use of their employees’ children, 
to pay tuition and maintenance costs at 
the institution of the beneficiary’s choos- 
ing. But let me point out that tuition 
scholarships are not really in support of 
higher education, but rather of the com- 
pany’s employees. Every student who 
pays his tuition in an endowed college or 
university is actually drawing a sight 
draft on that institution, calling for the 
payment somehow of the costs of his in- 
struction not covered by tuition pay- 
ments, such excess usually being some- 
where in the neighborhood of 40 to 60 
per cent of the total instructional costs. 

Few corporations are giving anything 
like the five per cent of their earnings 
before taxes as permitted by the Internal 
Revenue code. The average today is ap- 
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proximately one per cent of these earn- 
ings annually. More courage and ag- 
gressive leadership from American busi- 
ness in behalf of higher education in 
Aimerica is, it seems to me, the very 
essence of belief in our way of life. What 
chance has private enterprise, if the lights 
of endowed education are turned down, 
in favor of the only other alternative— 
education under Federal sponsorship? 
The results will be neither sudden nor 
dramatic, but down the long vears of the 
future, freedom of speech and thought 
and instruction will be inexorably bent 
to serve the purposes of the state. Con- 
trol of the purse strings leads inevitably 
to control of thought and action;.such 
are the immutable characteristics of hu- 
man nature. 

Education needs the men of the elec- 
tric industry, and needs them badly. Per- 
haps, too, the electric industry needs the 
educators, who are the initial fabricators 
of trained manpower. Relations between 
these two groups have not always been 
close. As a one-time teacher of public 
utility management, I have maintained 
a long and continuing interest in the elec- 
tric industry. I think I have observed, 
however, a more aggressive attitude on 
the part of some other industries in 
American business than the electric in- 
dustry has sometimes shown. Other seg- 
ments of the economy have more aggres- 
sively sought engineering and business 
graduates, who are in short supply; com- 
petition for them is very keen. This has 
resulted in avid competition for inter- 
views on our campuses on the part of 
corporate personnel officers, and a con- 
comitant bidding up of beginning salaries. 
I deplore this because of the psycho- 
logical implications on the young busi- 
ness novitiate. But it is the free opera- 
tion of the law of supply and demand. 


Industry and Education Work Together 


Other industries, too, have been active 
in their leadership of, and their partici- 
pation in, business and engineering con- 
ferences on the campuses. They have 
been eager to become partners with high- 
er education in sharing their business 
and technical know-how, in furnishing 
laboratory equipment of importance in 
their industries, in seeking consultation 
and advisory contacts with distinguished 
professors, in making available summer- 
time jobs for members of the instruc- 
tional staff and for students as well. 
This all is part and parcel of the grow- 
ing relations between industry and edu- 
cation, so vital to realistic learning, so 
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useful in the appropriate utilization of 
American manpower. Owen D. Young 
once said, ““The most valuable item in 
the balance sheet of America has been, 
and if nurtured, will continue to be in- 
definitely, the things we do not know.” 
Industry and education must hunt them 
together. 

Men in education are doing their best 
to contribute to the sound thinking so 
necessary to preserve freedom. Men in 
the electric industry, too, are contrib- 
uting time and energy and effort in a 
thousand directions pro bono publico. 
Their combined resources are limitless. 
Disorganized and isolated activities may 
seem pitifully small against the efforts 
of those who would undermine our basic 
freedoms. But men in education and in 
business leadership together can be a 
first line of defense. 
cally no other. 


There is practi- 


The Challenge Ahead 


Great challenges lie before us. In a 
day when political pressures are preserv- 
ing the political gains of other elements 
in our economy—of farm subsidies in an 
era of unprecedented prosperity, of gi- 
gantic labor unions levying more and 
ever more demands, of Federal welfare 
programs now running in excess of two 
billion dollars a year—the voice of busi- 
ness must be heard in behalf of sound 
finance and a sound economy; the voice 
of education must be heard reiterating, 
again and again, the positive value’ of 
our way of life. 

Over 34 million people, nearly one 
person in every four of our population, 
receive regular checks from the Federal 
government, either in payment for ser- 
vices allegedly rendered, or for govern- 
ment aid. Some 25 million of these 
people fall into classes which would have 
been ineligible for government compen- 
sation a short 20 years ago. 

What has come over the American 
people, by what opiate have we been vic- 
timized, that in 20 years we have been 
brought to accept the concept that gov- 
ernment can and should be the bulwark 
and protection of all people in all of 
life’s exigencies? Upon what possible 
soporific drug have we come to rely, that 
we have built up dispassionately and 
without serious protest a public debt of 
an estimated 260 billion dollars, some 
sevenfold greater than in 1939, and 16 
times larger than in 1929? 

There were at the close cf 1951 just 
under three million civilian employees 
on the Federal payroll, five times as 
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many as in 1929. In the last two years 
the growth has been at the rate of one 
person nearly every minute, day and 
night, according to the figures of the 
United States Bureau of Labor Statistics. 
Federal, state, and local tax receipts 
last year ran at the rate of about 6+ 
billion dollars. In seven years the Fed- 
eral administration has taken more from 
the American people than all the do- 
mestic taxes our government levied in 
the previous 156 years of our history. 
Are you doing all you can to arouse the 
nation to these implications? Am I? 
In the great area of human relations 
the talents of education must be increas- 
ingly brought to bear. In a day which 
so critically needs American production, 
in a free world which depends upon this 
country for protection and for life itself, 
it is a sad commentary that in the past 
six years time lost due to work stoppages 
in American industry averaged just un- 
der 50 million idle-man-days a year, an 
indictment of an inability to work to- 
gether for the good of all. In the wreck- 
age of that idle time lie fabrications and 
materials which would have satisfied 
many an economic want, and their lack 
has lowered for irretrievable years the 
nation’s standard of living and perhaps 
its security, and may forever have 
changed the pattern of our civilization. 
National policy in a democracy is a 
multiple-minded thing. It 
from leadership in many sources, gather- 


emanates 


ing strength at many points. It is never 
the responsibility solely of those in public 
office. Cells of intelligent thought and 
expression in multiple locations through- 
out the nation eventually cause a flow, a 
ground-swell, that becomes public opin- 
ion, later to merge into public policy and 
to become implemented into public 
action. 

In this everyone has a responsibility 
and can play a part. America has re- 
sources beyond all that can be mustered 
against her. With only six per cent of 
the world’s land surface and with a mere 
seven per cent of the world’s population, 
the American people have 85 per cent 
of the world’s automobiles, +8 per cent 
of the world’s radio sets, 52 per cent of 
the world’s high school students, and far 
more university and graduate students, 
far more doctors of science and of phil- 
osophy, than can be mustered in all the 
world over. 
product exceeded 327 billions of dollars, 
a figure of gigantic proportions when 
viewed from the horizon of puny efforts 
in the 1920’s. 


Last year, gross national 
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Are You Leading Your Safety Program? 


(Continued from page 226) 


they should not be too easily won; they 
should represent something to the re- 
cipient and should be recognized by 
management as something special. Dis- 
ciplinary action should never be arbi- 
trary, nor used unless there are sufh- 
ciently significant infractions, nor should 
punishments be out of proportion to the 
offense, nor should disciplinary action be 
taken until all normal measures for cor- 
rection have been tried and have failed. 

Protective equipment as required on 
the job should be furnished, maintained, 
and its use enforced. 

5. No light should be hidden under 
a bushel. Greatest impressions are made 
through vision. Therefore, the safety 
program should be publicized continu- 
ously by every means at management’s 
disposal. Admonitory and inspirational 
posters should be freely used and train- 
ing provided through visual aids (mo- 
tion pictures, slide films, charts, graphs, 
etc.). All of these materials deserve 
consideration, planning, and selection by 
management and staff. 

6. Medical first aid and resuscitation 
should be part of all training programs 
in all industry. Industry owes this to 
itself and to its community. Trained 
hands are never wasted when emergency 
arises, 

7. Training in fire prevention, recog- 
nition of fire hazards, and correction or 
control of hazards is an integral part of 
a safety program and necessary to the 
safeguarding of the plant or equipment. 

8. Every electric company has a fleet 
of automotive vehicles. No one is un- 
aware of the traffic conditions of today. 
Therefore, common sense, if nothing 
else, requires training for drivers, edu- 
cation of drivers, and enforcement of 
safe driving practices. 

9. World conditions require planning 
for protection of property and equipment 
and training of personnel for emergency 
conditions which would be attendant 
upon attack or invasion or the prelimi- 
naries to attack or invasion, Plant and 
personnel protection and security pro- 


The American people need courage 
and forthrightness and integrity to face 
the problems of the next decade and the 
next. They need calm strength of pur- 
pose, to avoid the hysterias of the day. 

As Robert Louis Stevenson somewhere 
has said: “Quiet minds cannot be per- 
plexed or frightened, but go on in for- 


grams will be found to be only exten- 
sions of successful accident prevention 
programs. 

This paper has been prepared with 
top management personnel in mind. It 
is a fact of experience in dealing with 
top executives that an idea, with in- 
dications of how to develop the idea, 
is all that is necessary. Quite naturally, 
therefore, this paper has been restricted 
to matters of top policy, with such prac- 
tical indications as are necessary to give 
effect to that policy. Constant attention 
to the following elements, plus unremit- 
ting activity and enthusiasm, will guar- 
antee electric companies the benefits of 
successful accident prevention programs: 

A clear, comprehensive, and persua- 
sive company policy, stating in un- 
equivocal terms the company’s deter- 
mination to stop accidents. 


Leadership by the president, which 
is sincere and obvious, and complete 
participation in the “prevention” pro- 
gram by every staff or line man, and 
every worker. 


A skillful use of the technical and 
training resources of the companies in 
the form of ‘“‘general staff” committees 
of accident prevention. The substitu- 
tion of day-by-day activity in every 
phase of safety for sporadic and unre- 
warding “campaigns” and special ef- 
forts. 

The use of established practical 
methods in attaining these goals. 
The visible 
participation of the top echelons is 
worth innumerable written directives. 
The application of the same high cali- 
ber of performance to accident pre- 
vention as is applied to operations will 
bring results. 


Above all, leadership. 


We return to the title of this paper. 
Are you “in back of” your safety pro- 
gram, or are you leading vour safety 
program? Qn your answer will depend 


failure or deserved success. 


tune and misfortune at their private 
pace, just like a clock during a thunder- 
storm.” The challenge of a great part- 
nership lies ahead —a_ partnership be- 
tween one of the great and fundamental 
industries of America and the education 
upon which must rest, in the last an- 
alysis, the success of citizenship. 
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How Do Thoughtful Youngsters Choose 


Careers ‘Today? 


A panel discussion by... 


Dr. Adam S. Bennion 


Vice President, Utah Power & Light Company 


L. R. Gaty 


Manager, Engineering Department 


Philadelphia Electric Company 


Presented before the Twentieth 


INTRODUCTORY STATEMENT 
BY Mr. VERDIN: 

OR six months or more, the EEI 

Industrial Relations Committee has 
had a subcommittee, under the direction 
of E. J. Thimme of Public Service Elec- 
tric and Gas Co. of New Jersey, work- 
ing on a survey designed to obtain, from 
faculty members and college administra- 
tors, an opinion as to how graduates 
and faculty people look at the electric 
industry. Altogether, +23 survey ques- 
tionnaires have been sent out, and 289, 
covering 116 colleges in 46 states, have 
been returned. From this survey we 
have determined what appear to be the 
three most important questions in the 
minds of the college graduates seeking 
a career. One of our panel members 
will discuss each of these questions. 

Question one has to do with the hir- 
ing job and indicates that the graduate 
wants 2n initial opportunity to work 
where he can utilize his specialized 
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training within a reasonable time. Ques- 
tion two deals with opportunities for 
personal development and indicates that 


the graduate wants assignments with 


W. O. Turner 


President, Louisiana Power & Light Company 


F. E. Verdin 


Director of Personnel, The Cleveland 
Electric Illuminating Company (Moderator) 
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responsibilities which will develop his 
potential in such a manner as to present 
a continuing challenge to his technical 
competence. The third question relates 
to ultimate status and compensation and 
tells us that the graduate wants recog- 
nition of his talents and successful per- 
formance by reasonably rapid advance- 
ment, with commensurate salary growth. 

But, before delving into how our 
industry measures up in these respects, 
let me review briefly some other aspects 
of the survey. In addition to determin- 
ing what students look for in choosing 
a career, it attempted to find out what 
they believe, rightly or wrongly, that 
determines whether or not they choose 
our industry. Here are some of the high- 
lights: 

On questions dealing with the op- 
portunity for progress in employment 
in the electric industry, only slightly 
more than half of the questionnaires 
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gave us a reasonably favorable reply. 
From those who replied unfavorably, the 
surveyors received a number of rather 
vociferous and pointed comments. 

In replying to questions dealing with 
compensation, over two-thirds of the 
replies were decidedly on the unfavor- 
able side. They demonstrated belief that 
our hiring rates are low and that we 
pay lower salaries than are paid for 
comparable responsibilities in most other 
industries. 

With respect to the challenge of the 
work, replies were divided about equally. 
However, many comments were received 
claiming that the work is too routine 
and that the really challenging work is 
done by manufacturers and engineering 
firms for our industry. 

As to our job of selling, the professors 
said that our recruiting job is only fair. 
While our cooperation is good when 
they seek it on matters in which they 
are interested, we are not too forward 
in making ourselves available to them, 
and we have done a poor job of pre- 
senting our case to them and their 
students. 

And so you have, in capsule form, 
the highlights of comments from edu- 
cators, representing the regard in which 
the electric industry is held by students 
with whom these educators come in con- 
tact. Now let us determine to what 
degree the industry satisfies the previ- 
ously mentioned points considered by 
college graduates in choosing a career. 
Mr. Turner will discuss giving the 
graduate oportunity to use his special- 
ized training within a reasonable time; 
Mr. Gaty will discuss providing the 
graduate with assignments which pre- 
sent a continuing challenge to his tech- 
nical competence; and Dr. Bennion will 
deal with job advancement and salary 
growth. 


STATEMENT BY Mr. TuRNER: 

WO factors within the electric in- 

dustry have a definite bearing on 
satisfying the graduate’s desire to utilize 
his specialized training within a reason- 
able time. The first is the fact that our 
industry is the type where specialized col- 
lege training can be made use of after 
a very short period of orientation. Un- 
like those of many other industries, our 
training programs for college graduates 
are designed primarily to orient the 
trainee in the many aspects of our busi- 
ness. Following this short period of in- 
doctrination, his job assignment invari- 
ably calls for him to put his specialized 
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training to work much sooner than 
would be the case in many other in- 
dustries. 

The second factor is growth. It would 
be a bit trite to cite figures on the tre- 
mendous growth experienced by this in- 
dustry during the last ten years. Suffice 
to say, it is one of the most unprece- 
dented of any industry, and ours is a 
relatively young one. 


Challenging Assignments 

This growth has made it necessary 
for us to push young college graduates 
into jobs which are far more challeng- 
ing than the drafting-room assignments 
they might have had in other industries. 
In many cases, their orientation had 
to be cut short to meet the demands 
incurred by our heavy expansion pro- 
grams. They are tackling problems 
now with only one or two years’ expe- 
rience behind them that, prior to 1940, 
many of us would have been inclined 
to refer to more experienced personnel. 
All of these problems arising out of 
growth have forced us to rely on our 
young college graduates to assume a 
more responsible part of the work load. 

I seriously doubt whether many of the 
college graduates of today are aware 
of the unusual growth in our business, 
and more important, what this growth 
means to them in putting their special- 
ized training to work in a reasonably 
short period of time. It should be 
pointed out, too, that the end of this 
growth is not presently in sight. New 
expansion plans are being announced 
daily, and greater loads of all classes 
are in the offing. Electrical living and 
the use of electric power for productive 
enterprises are still in their infancy. 

Certainly the growth of our industry 
would be a fitting challenge to the col- 
lege graduate who wanted to get his 
feet wet in a hurry. 

Then, too, there is an ever-increasing 
reliance of other industries upon elec- 
tric power to achieve greater efficiency 
and production. “‘[his in itself should 
give the industry a place of unique 
prominence in the mind of the graduate. 
The electric switch has become an in- 
dispensable part of our modern produc- 
tion system. Electric power is being 
called on to do more and more of the 
work. For example, in 1940 the aver- 
age annual kilowatthours used per 
worker were 9382. In 1950, they in- 
creased by 50.4 per cent of 14,111 per 
worker. 

The college graduate probably does 
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not realize the growing importance of 
our industry to the industrial economy 
of our country. And we can share no 
small blame for this. It would be well 
for him to know that this importance 
takes on greater significance as indus- 
tries requiring our services continue to 
expand. There is a great essentiality to 
our business which gives it the all-impor- 
tant stability to weather depression pe- 
riods. The college graduate should be 
reminded that, in thinking of a career 
at the tender age of 21 or 22, he is 
apt to go through two or three depres- 
sion periods, if our business cycles con- 
tinue to run true to form, before he 
reaches the twilight of his career. 

It appears to me that what we have 
to do is to present the facts surrounding 
our industry—its growth, its importance 
to our industrial economy, and its sta- 
bility—if we are to overcome some of 
the anxiety our college graduates have 
for it as a career field. And in the 
presentation of these facts, we will 
probably have to do a little more drama- 
tizing, lest these facts become nothing 
more than drab figures. 


STATEMENT BY Mr. Gaty: 

LOT of thought has been devoted 

to the best way of conducting a 
training program for the technical grad- 
uates employed by us, both from the 
point of view of stimulating their in- 
terest and of providing a challenge to 
their ingenuity and technical compe- 
tence. Following completion of this 
training period, assignments are care- 
fully chosen to match the men with the 
jobs. 

An assignment with responsibilities 
that present a challenge to the new em- 
plovee requires that he must have the 
ability to pick up the challenge and 
carry it forward. Problems are myriad, 
and men who have the initiative to carry 
them through to a solution are scarce. 
This situation might be compared to a 
baseball game in which each pitch is a 
challenge to the batter. If the batter 
constantly strikes out he is of no value 
to the team and will soon be put back 
on the bench or dropped completely. 
However, the man who can consistently 
hit the ball and can make a few home 
runs is the man who gets the glory 
and the large rewards. 

The electric power industry has an 
abundance of unsolved problems. This 
applies not only to the technical field 
but to human relations, relations with 
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governmental agencies, and many other 
fields. | mention these two particularly, 
because any engineer who progresses to 
a position of importance in the industry 
will inevitably have to solve many prob- 
lems of human relations and relations 
with governmental agencies. “hese two 
alone present a challenge which is 
worthy of the mettle of any graduate. 
The first challenge that confronts a 
new graduate is that of human rela- 
tions, getting acquainted with the larg- 
est number of people in the company 
with which he associates himself and 
with the other technical graduates in 
the community and selling himself to 
these people. This is an immediate chal- 
lenge entirely under the control of the 
new employee. 

The field of the electric company 
engineer encompasses practically the en- 
tire engineering profession. ‘There are 
problems in civil, electrical, mechanical 
and chemical engineering, as well as in 
the associated fields of physics and 
chemistry. Manufacturers and engineer- 
ing firms cooperate wholeheartedly in 
reaching a solution to the various en- 
gineering and operating problems that 
are constantly occurring. However, 
someone must first see the problem, must 
define it and outline it to the manu- 
facturers, must work with them to see 
that the solution is practical and reason- 
able, and must then return and apply 
the solution to the original problem to 
make sure that it is comprehensive and 
does not involve other corollary prob- 
lems. Sometimes the proposed cure is 
worse than the original disease, and it 
is the responsibility of electric company 
engineers to appraise the situation so 
that service reliability continues to im- 
prove and proposed changes are eco- 
nomically sound. 

The younger engineers that are hired 
today sometimes feel that the training 
work and the problems of routine as- 
signments are beneath their ability and 
dignity. The employer’s responsibility 
in the early period of employment is to 
show these men that the daily routine, 
the general knowledge acquired, and 
the solving of simple problems provide 
a background which is necessary to 
taking on larger responsibilities. 

The electric industry, along with 
other industries, has been careless in 
the utilization of engineering talent in 
the past. Good engineers have been 
assigned for long periods to routine 
work which did not utilize their talent 
and ability. Today this has been largely 
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overcome, and our industry is re-exam- 
ining the qualifications and abilities of 
existing engineers and is looking for 
the best of the new graduates. These 
men are being offered an unusual op- 
portunity for advancement. 

Summarizing, there are many prob- 
lems in the electric industry that are a 
challenge to the best engineer. The in- 
dustry is searching for engineers who 
will pick up this challenge and find the 
answers. There is a great need and a 
real opportunity for graduates who have 
initiative and are able to meet the chal- 
lenges of a dynamically growing in- 
dustry. 


STATEMENT BY Dr. BENNION: 
INETEEN hundred and fifty-two 


+ is a bonanza year for graduating 


engineers. To paraphrase Wordsworth: 


Bliss is it in this dawn to be alive, 
But to be an engineer is very Heaven. 


Demand so far outruns supply that 
engineering graduates are pursued by 
opportunity. On one college campus, a 
graduating class of 145 engineers has 
been interviewed by 290 institutions 
from 30 states as hopeful employers. . 

A combination of circumstances has 
brought about this heavy demand, in- 
cluding: 


Demand Factors 

1. The Korean War with its draft 
and enlistments. 

2. A stepped-up program of produc- 
tion. 

3. The need of engineers in the coun- 
try’s military establishments. 

4. The call for trained men in such 
fields as atomic research and elec- 
tronics. 


wal 


The need for trained men in newly 
expanding industries such as oil 
and gas. 

6. The increasing need in govern- 
mental circles, both Federal and 
state, for engineering specialists in 
such programs as road and bridge 
building, reclamation, etc. 


~I 


A new appreciation of the value 
of sound engineering training as 
a preparation for the effective dis- 
charge of 
bility. 


managerial _responsi- 

When we consider that in each of the 
three years, 1949, 1950, and 1951, Amer- 
ican industry absorbed some 45,000 
graduate engineers — available because 
of the return of the GI’s to the campuses 
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of this country—we can appreciate that 
the national 1952 estimated crop of 26,- 
000 engineering graduates will be wholly 
inadequate. The estimates of 20,000 for 
1953 and 17,000 for 1954 are still more 
discouraging. 

It is evident, in the face of such short- 
ages, that no mere increase of salary can 
solve the problem. Salary figures take on 
particular significance, however, when 
big offers deprive electric companies of 
new recruits and even cut into regularly 
established personnel. 

Rumors are afloat that fabulous offers 
are being made to engineering graduates. 
Perhaps some such offers have been real- 
ities but most of them seem to disappear 
when run down. To get at actual facts, 
we decided to check with ten representa- 
tive electric companies between Denver 
and the Pacific Coast and the universities 
which serve them. The findings of our 
inquiry are interesting. Money is only 
one element in the decisions which are 
limiting the number of prospective engi- 
neers who are available for jobs with 
electric utilities. 

Electric companies have been under 
vigorous, if not vicious, attacks for 20 
years. These attacks have led many 
young men to question whether or not 
the government would eventually take 
over the business of supplying the nation 
with electricity. Perhaps, because of 
these threats, the industry has been care- 
ful, even conservative, in the wages it 
has offered. The evidence is clear that, 
generally speaking, the companies have 
been less dynamic in their recruiting on 
university campuses than have some other 
organizations. Then, too, glamor at- 
taches to some of the newer and more 
sensational developments, with their 
fortune-making potentialities. 

The following tabulation indicates 
how electric company monthly salaries 
for beginning engineers have changed 
during the last three years in the ten 
companies surveyed: 


STARTING WacE (DOoLLars) 


YEAR Low HIGH AVERAGE 
1950 225 285 262 
1951 243 313 280 
1952 257 328 295 


As against these figures, other employ- 
ers in the area are now offering wages 
as follows: 





STARTING WAGE (DoLtars) 
Low HIGH AVERAGE 


250 375 310 
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Under the present demand, it was 
pointed out that many of the offers ap- 
proached the high of $375. It is clear 
that electric companies having low or 
average Wages cannot compete with this 
figure. The progress of beginning engi- 
neers in the electric industry is reflected 
in these figures showing average pay in 
dollars at the end of the following pe- 
riods: 








It should be pointed out that in ad- 
dition to these basic amounts, fringe 
benefits in practically all of the com- 
panies in question are provided in an 
amount equal to roughly 20 per cent of 
the average pay. Furthermore, of course, 
electric company employment is well 
stabilized and relatively free from shut- 
downs, seasonal lulls, and discontinu- 
ance. , 


Suggestions for Action 
A listing of the suggestions for action 
which we offered in the Industrial Rela- 
tions Committee survey are: 

1. Capitalize present engineering 
strength by having stenographic 
and clerical pools take on routine 
and detailed work not strictly of 
a technical nature. 


bo 


Make provision for merit increases 

to retain the present force. 

3. Offer summer employment to soph- 
omore and junior engineering stu- 
dents. 

4. Join with universities in visiting 

high schools on “career” days for 

vocational counseling. 


Jr 


Consider special temporary em- 
ployment of engineering professors 
in their off-quarters and special 
assignments of our own engineering 
staffs as campus lecturers. 

6. Make special campus contacts 
throughout the junior and senior 
years with prospective engineering 
applicants to acquaint them fully 
with the advantages of electric com- 
pany employment. 


~I 


Encourage engineering students to 
make regular tours of power plants 
and electric company offices. 

Over the long pull, our best hope 
seems to lie in helping to stimulate larger 
enrollment in university engineering 
courses and in keeping our salaries in 
line with sound engineering practice. 


EDISON ELECTRIC INSTITUTE BULLETIN 


CONCLUSION BY Mr. VERDIN: 


F I were to sum up what has been 
reported by the panel on the over-all 
opportunities for young college graduates 
in the electric business, I would say, 
“Better than they think.” What does 
that tell us? To me it says, ““We haven’t 
done a good selling job.” 
As to the first major question raised 
here today, there are extensive opportun- 


10 YRS. 


: 360 404 Individual 


consideration 


ities for the young graduate to start 
using his specialized training almost im- 
mediately upon going to work in our 
industry. 

With respect to the second major 
question as to growth potential and 
challenge, this growing giant of ours has 
an abundance of unsolved problems— 
not only in technical fields but in many 
others such as human relations, govern- 
mental relationships, and public rela- 
tions. And the people with ability to 
take bigger strides—to show us how 
things can be done better, easier, cheaper 
—will be the boys who have unlimited 
opportunity to move to the top—and 
fast! 

Regarding the thoughtful youngster’s 
desire for recognition of his talents in 
the form of advancement and compen- 
sation, here the pattern may not be clear 
cut. We can show cases of outstanding 
achievement and advancement, or the 
converse could be pointed out by using 
individual cases. Certainly on this ques- 
tion, with the tremendous differences be- 
tween individuals in ability and_per- 
formance, an “average” type of answer 
is inadequate. It has been pointed out 
repeatedly, however, that recognition of 
outstanding performance is prevalent in 
our industry. 


Substantial Negatives 

Ir spite of what our panel has brought 
out here today on the positive side, there 
must be some substantial negatives which 
create the prevailing attitude of young 
gradutes, which is generally unfavorable 
toward our business. In attracting grad- 
uates, the important thing is not whether 
they are right or wrong in their opinions, 
but the fact that they don’t regard us 
very highly. 

Too many companies choose to ignore 
the high starting rates offered by others 
and say, “Oh, we can’t do anything about 
it anyway” or “We'll get along without 
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them until this flurry blows over.” In 
too many cases the young chaps have to 
wait too long for an opportunity to get 
their teeth into challenging work; find 
but little opportunity to develop them- 
selves through training programs and a 
helpful attitude of personal guidance by 
their supervisors ; and wait altogether too 
long for recognition of their talents and 
abilities with commensurate progress in 
compensation comparable to that being 
made by their classmates in other fields. 


A Program for Consideration 


So I would suggest that we take steps 
to make sure that we are “better than 
they think” in every company in the 
industry. And I submit for your con- 
sideration a program which will accom- 
plish this: 

1. Study the hiring rate. It need not 

be top, but it must be respectable 

in comparison with competition. 

2. Make adequate provision for prog- 
ress in job assignment, promotion, 
and pay for these youngsters as 
they come into our organizations. 

3. Provide for training and develop- 
ment of these boys as individuals, 
whether a formal training program 
is desirable in your company or not. 

4. Use these people at their highest 
skills. Don’t make them wait ten 
years to get their feet wet if they 
can “take it” and “put it out” 
today. 


wn 


If you are not already doing so, 
bring your salary progression struc- 
ture—and for that matter your 
whole salary structure—in tune 
with 1952 practices of other indus- 
tries with whom we are in com- 
petition for manpower. 

6. Instead of stressing the civil-service- 
type security in electric industry 
jobs, let us plav up the competitive 
phase of our business and the re- 
wards for outstanding achievement. 


~I 


. And, finally, develop a program of 
educational relations—not just re- 
cruitment but a planned program of 
contacts with colleges, including 
such things as faculty seminars, 
summer employment for teachers, 
cooperation in college undertakings, 
speaking or lecturing before college 
groups, and the like. 

In short, let’s all become “better than 
they think”, and then let’s “tell ’em so” 
by every device at our command. 
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The Complexities of a National 
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Professor 
An address before 
HE expenditures for water- 
resources development in the 


United States are approaching 
several billion dollars annually. Fed- 
eral projects contemplated for the next 
ten years will undoubtedly exceed 50 
billion dollars. These developments 
cover the entire field of domestic and 
industrial water supply and pollution, 
flood control and water-flow retardation, 
navigation and inland-water transporta- 
tion, irrigation, hydroelectric power, 
recreation, fish and wildlife, land drain- 
age, and the collection of basic water- 
resources data. 

It may surprise some people to know 
that less than a quarter of a century 
ago the problems of water development 
appeared relatively simple and certainly 
less confusing than today. One impor- 
tant explanation for this change in both 
the number and the complexity of issues 
is that, until about 1930, water projects 
were dominantly local or regional in 
character, were fewer in number, and 
were largely single purpose in function. 
With the exception of the Colorado 
River development and the flood pro- 
tection program in the Lower Mlissis- 
sippi Valley, Federal interest in such 
undertakings was largely 
developments under the general Recla- 
mation Act of 1902. 


restricted to 


Unprecedented Federal Participation 

The excessive drought of the 1930 
to 1932 period, the great economic de- 
pression, the extraordinary rainfall pe- 
riods of 1936 to 1938, inclusive, accom- 
panied by a social philosophy based on 
relatively broad Federal obligations, 
changed the entire 1940. 
These events pushed Federal participa- 
tion with 
variety of fields of water development 


picture by 


legislative sanction into a 
to a degree unprecedented in previous 
These steps, accompanied for 
the most part by the virtual elimination 
of local financial participation, resulted, 
first, in a tremendous expansion of an- 
nual expenditure and, secondly, created 
great legislative confusion in national 


history. 


Water Policy 


By Abel Wolman 


of Sanitary Engineering, Johns Hopkins University 


Cleveland, Ohio, June 4, 1952 
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policy with respect to specific agency 
responsibility and to practices of local 
reimbursement. 

Such a difficult impasse was apparent 
as early as 1935, so that for a number 
of years the National Water Resources 
Committee many of 


1940's. 


[his committee made many recommen- 


struggled with 


these problems until the early 


dations directed toward the integration 
and simplification of legislative policy, 
administrative responsibility and local 
financial participation. Its recommenda- 
tions, as many of those which have fol- 


lowed, are distinguished primarily by 
their almost complete failure to capture 
either citizen interest or legislative and 


executive acceptance. 
Engineers Joint Council 
Once the check-rein of local financial 
such 


participation was eliminated in 


projects as flood control and reduced 
in others, competitive confusion and an- 
nual Federal expenditures increased 10, 
20, and 50 fold. This state of affairs 
became so acute by 1949 that the Engi- 
neers Joint Council that the 
subject be reviewed once more in order 
to attempt a further restatement of prin- 


decided 


ciples, if these could be unanimously 


the Twentieth Annual Convention of the Edison Electric Institute, 


agreed upon as a guide for legislative 
action and administrative practice. 

The Engineers Joint Council repre- 
sented the following five national engi- 
neering societies: The American Society 
of Civil Engineers, the American So- 
ciety of Mining and Metallurgical Engi- 
neers, the American Society of Mechan- 
ical Engineers, the American Institute 
of Electrical Engineers, and the Ameri- 
can Institute of Chemical Engineers. 
The combined membership of these so- 
cieties is approximately 130,000. Some 
80 engineers participated in this study 
and analysis of the water resources 
problem of this country, and in 1950 
the council presented to the President’s 
Temporary Water Resources Policy 
Commission “A Statement of Desirable 
Policy with Respect to the Conservation, 
Development, and Use of the National 
Water Resources.” 


Findings of Panel 


Contrary to prediction, this large 
group of engineers, chosen from every 
field of experience and representing in 
many instances individuals long in pub- 
lic office on the Federal, State or local 
levels, produced proposals of practically 
Their 


complete agreement. efforts in 


the monetary sense would represent 
about a quarter million dollars of nor- 
mal engineering fees, though none of 
these for their 
The 
essential findings of the Engineers Joint 
Counsel panel differ little from those 
reached by most objective students of 
the problem over the last half 
tury. Four significant general principles 


men were reimbursed 


extensive, objective deliberations. 


cen- 


emerge, as follows: 

1. Local, state, and private responsi- 
bility should be preeminent and 
be consciously and effectively nur- 
tured and extended in water- 
project programming. 

2. Bookkeeping should be clear and 
forthright and should be 
upon full inclusion of all 
and reimbursements. 


based 
costs 
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3. Costs should be collected from 
those benefited either directly or 
in a subsidiary way. General in- 
tangible benefits should preferably 
be regarded as a margin of ad- 
vantage in project selection. 

+. Legislative authorization and poli- 
cies should be uniform for all the 
Federal agencies 
water-resources development. 


responsible for 


The President’s Temporary Water 
Resources Policy Commission presented 
its report in January, 1951, and pre- 
pared legislation to put its recommenda- 
tions into effect. The proposed legisla- 
tion, however, was only released to the 
public in the spring of 1952. That 
commission, too, found the same incon- 
sistencies and incongruities under exist- 
ing congressional enactments, the same 
competitive standards of economic justi- 
fication, and the same variations in allo- 
cation of cost between those benefited 
and the general Federal taxpayer. 


Lack of Single, Uniform Federal Policy 

The conclusion of the President’s 
Commission is particularly striking, since 
once more it points up the findings of 
almost every individual or group that has 
reviewed this problem. The commission 
states that “There is today no single, 
uniform Federal policy governing com- 
prehensive development of water and 
land resources. This is a time for action 
based on sober consideration of objectives 
and methods. Continuation of present 
policies, or lack of them, will mean a 
continuing waste of money and effort in 
the pursuit of conflicting goals.” 

It is not captious to point out that, in 
the light of these repeated striking con- 
clusions, the impatience of political lead- 
ers to move forward rapidly with great 
Federal expenditures is one of the most 
alarming characteristics of 1952. One 
cannot escape the conclusion that this de- 
sire to move forward with great rapid- 
ity, even though the goals and the meth- 
ods of obtaining the goals may both be 
flagrantly in error, can only be the prod- 
uct of misguided emotion or of political 
necessity or both. The real challenge in 
this entire problem is how such a tide of 
activity may be stemmed sufficiently long 
enough to take stock and to adjust policy 
and method so that expenditures of what- 
ever amount, large or small, are made 
with as much technical and social wis- 
dom as we may summon up. In none of 
the deliberations so far briefly summa- 
rized has the objective been primarily to 
agree upon one magic amount of annual 
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expenditure versus another. All of the 
discussions have centered on the prob- 
lem of spending what we do spend for 
water-resources development in the most 
logical, the most competent, and the most 
economical manner. 

When these problems are discussed, 
however, it is often charged that these 
proposals are anti-social, that they will 
deprive people of their appropriate share 
of our water resources. We have reached 
a strange impasse when any proposal for 
intelligent stock taking of our policy for 
water-resources development is met with 
the charge that such proposals are con- 
trary to national welfare. To spend for 
the sake of spending can hardly be a 
permanently sound objective of national 
policy. Senator Douglas has aptly para- 
phrased the problem in water-resources 
use, as in other areas, by his comment 
that ‘“‘one can be a liberal without being 
a wastrel.” 

Since most of the discussion up to this 
point has been concerned primarily with 
principles, it is useful to apply these prin- 
ciples to a specific case. For such a case 
history, the projected program for the 
Missouri Basin is chosen, not only be- 
cause it represents the largest project 
hitherto proposed but, more important, 
because it illustrates in its project plan- 
ning and execution some of the deficien- 
cies with which the citizen of this coun- 
try should be concerned. 


The Missouri Basin Program 


The Missouri Basin is over 500,000 
square miles in area, includes all or some 
of ten states, and contains some 8,000,- 
000 people. It is larger than the com- 
bined areas of France, Belgium, the 
Netherlands, Denmark, Germany, Swit- 
zerland, and Italy. For sheer size alone, 
it should give the planner considerable 
pause. If we were confronted with the 
planning of a water-resources develop- 
ment program for the countries just 
mentioned, we probably would insist 
upon a reasonably long period for tech- 
nological analysis, for project evalua- 
tion, for execution, and for financing. 
In this area, however, many of these 
objectives have been telescoped into a 
period of less than ten years. Already 
almost a billion and a half dollars have 
been spent on projects, and somewhere 
between eight and 12 billion dollars of 
expenditure are contemplated for the 
future. 

In the undertaking, competitive legis- 
lative policy and competitive agency re- 
sponsibility are still unresolved. Sharp 
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conflicts of opinion between the Depart- 
ment of Agriculture, the Department 
of the Interior, and the Corps of Engi- 
neers still prevail, although these con- 
flicts are masked under the general 
“cover-all” of the Pick-Sloan Plan. This 
plan has undergone major change as 
experience and natural calamities have 
pointed up difficulties therein. Battles 
between the advocates of upstream pro- 
posals for retardation of runoff and 
downstream proposals for major im- 
poundments make interesting reading but 
remain poor bases for ultimate solution. 


Local Participation Planning 


Owing to the fact that virtually all 
of the undertakings, with the exception 
of those proposed by the Department of 
Agriculture, rest upon expenditures es- 
sentially Federal in character and in 
some extreme, such as flood control, 
largely non-reimbursable by the benefi- 
ciaries, it is gratifying that important 
steps have been taken in the basin to de- 
velop a degree of local participation in 
planning. ‘These steps would be even 
more heartening if the states and their 
local subdivisions had a larger and more 
effective participation in the repayment 
of costs. In execution of projects, the 
Federal government under existing pol- 
icy is dominant. When projects are com- 
pleted, principles controlling operation 
will create parallel issues because of the 
highly competitive demand on multi- 
purpose projects by various interests. 

Perhaps one of the most disconcerting 
features in Missouri Basin project plan- 
ning stems from the fact that as nat- 
ural catastrophes have occurred, major 
changes in program have been rapidly, 
if not hastily, projected. The July, 1951, 
floods in the Kansas River basin pre- 
sented unusual features which should 
carry significant warnings against the 
desire for speed of action. This was the 
greatest flood in the Kansas River basin, 
of which reliable records are available, 
and it exceeded the “design flood” of 
1903 by a very considerable percentage. 
Analysis of this situation disclosed the 
further disconcerting fact that the 1951 
flood peak could be exceeded by nearly 
35 per cent. N. T. Veatch has con- 
cluded that “There seems to be no rea- 
son, from a meteorological point of view, 
why such a situation could not occur.” 

The experience during the 1951 flood, 
as described by Mr. Veatch, is enlighten- 





1N. T. Veatch, ““‘What Happened at Kansas City, 
July 1951, Flood in Kansas River Basin,” presented 
before the American Water Works Association, 
Kansas City, Mo., May 6, 1952. 
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ing with respect to problems of opera- 
tion. On July 1, the Kanopolis Reser- 
voir, designed for major flood protection, 
contained water at such an elevation that 
82 per cent of the storage volume orig- 
inally allocated to flood water was un- 
available. With releases subsequent to 
July 1, the flood-storage was still occu- 
pied to the extent of 74.6 per cent. By 
July 14, the water level in the reservoir 
was almost at spillway crest, with virtu- 
ally no room for flood runoff. The in- 
itial conservation pool level in this reser- 
voir was supposed to be 48 feet below 
the spillway crest. If it had been so 
maintained, the flood storage space on 
July 10 would have been only 16 per 
cent occupied. 

Without pursuing this situation in de- 
tail, it should be borne in mind that, fol- 
lowing the July, 1951, flood, the pro- 
gram for controlling such a situation in 
the Kansas River basin was changed 
by December, 1951, to the extent of pro- 
posing 14 additional reservoirs at an ad- 
ditional expenditure of some $350,000,- 
000. How are these facts to be reconciled 
with statements by prominent officials 
that, if the original project had been 
completed prior to July, 1951, the dam- 
ages would have been avoided ? 


Need for Greater Flood Protection 

_ The 1951 flood experience in the Kan- 
sas River basin illustrated the necessity 
for a vastly greater flood protection pro- 
gram than had ever been contemplated. 
The revised program, therefore, renews 
the demand for answers to a variety of 
still unanswered questions. Is the revised 
program an invitation to still further en- 
croachment on the flood plain by indus- 
trial and residential property, with con- 
sequent later increases in flood damages? 
Is the program to be accompanied by a 
rigorous flood-plain zoning restriction ? 
It is to be paralleled by conversion of 
bridge openings in order to avoid the 
events in the Kansas City area in 1951, 
when inadequate bridge ports caused tre- 
mendous flooding by back water? 

From the standpoint of public policy, 
however, the most important feature of 
the whole experience lies in the follow- 
ing conclusion by Mr. Veatch: “Had 
all authorized or definitely planned flood- 
control reservoirs, including the Tuttle 
Creek, Milford, and Perry Reservoirs, 
been operating during the July, 1951, 
flood period, the reduction in maximum 
stage at Kansas City would not have 
been sufficient to prevent overtopping of 
the levees and flood walls in the Argen- 

(Continued on page 255) 
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Economist's Nightmare . . . 


NE night some months ago, after reading about new proposals to 

bring economic security and contentment to us all by the simple 
expedient of Federal legislation promising more and bigger handouts, I had 
an unusually vivid dream, and I’d like to tell you about it. I realize that 
it’s always difficult to describe visits to the dreamworld in words that serve 
to convey to the listener or reader an impression that corresponds, even 
faintly, to the experience of the dreamer, but I’ll do my best. 


I suddenly found myself overlooking a vast plain, the edges of which 
were lost in a sort of purple fog. In the central area stood an enormous, 
glass-like vat or tank, open at the top, giving off vapors that strongly 
suggested hot Irish stew or mulligan. Surrounding this container were a 
great multitude of creatures, something like human beings but reminding 
one of recent pictures of imaginary visitors from Mars. Although varying 
in size and other characteristics, a prominent feature of all was the paunch. 
I also noticed that all or nearly all of these weird creatures were equipped 
with two long pipes, a pouring-in pipe and a drawing-out pipe. The 
general practice seemed to be for each to spend considerable time and 
effort pouring in some ingredient which represented its special contribu- 
tion to the stew, and from time to time each would lay aside its pouring-in 
pipe and devote itself to sucking out from the top of the tank, through its 
other pipe, some of the savory mixture. As I watched this strange scene, 
a change began to develop. More and more individuals began to neglect 
the pouring-in operation and spend an increasing amount of time at the 
business end of their drawing-out pipes. At first the change was not very 
noticeable and the majority went ahead with the intermittent activities of 
pouring and drawing out. But as the number devoting their attention 
solely to consuming stew increased and the number actively engaged in 
pouring in dwindled, those who were continuing to pour in finally began 
to see what was going on. When this stage was reached—realization by the 
decreasing number of pour-inners that they were being exploited by the 
increasing number of draw-outers—the process of change moved with 
startling rapidity to a climax. In what seemed no longer than a matter 
of seconds, the orderly, rhythmic process of contributing and consuming 
disintegrated before my eyes. Almost with one accord the remaining con- 
tributors threw their pouring-in pipes away and frantically grabbed their 
drawing-out pipes. And as the contents of the tank rapidly declined under 
this mass attack the creatures set up a horrible howling and pressed toward 
the tank in a desperate effort to keep the ends of their pipes in contact 
with the falling level of the life-giving stew. In an instant, as often 
happens in dreams, what had been no more than interestingly disturbing 
became a frightening nightmare. In the final mad rush great numbers of 
the creatures were trampled to the ground around the base of the tank, 
and those temporarily surviving climbed on the bodies of the dead and 
dying in their struggle to reach the top and thus get within sucking dis- 
tance of the fast-diminishing contents. The howling became unbearable, 
the pleasant odor was replaced by a terrible stench—and I woke up, 
literally in a cold sweat and with a feeling of nausea. 





From Shirtsleeve Economics by William A. Paton. Copyright, 1952, William A. 
Paton. Reprinted by permission of the publishers, Appleton-Century-Crofts, Inc. 
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The Future of Private Power Companies 


By J. E. Corette 


Vice President and Assistant General Manager, The Montana Power Company 


An address before the Twentieth Annual Convention of the Edison Electric Institute, Cleveland, 


HE power policies of the Interior 

Department are reasonably uni- 

form throughout the nation, so 
that experience in one area where Fed- 
eral projects exist and are under con- 
struction should be indicative of what 
to expect in other parts of the country. 
Therefore, as an electric company man 
who engages in business in a state which 
now has and for many years has had the 
issue of Federal power dams and trans- 
mission lines, I shall endeavor to present 
the situation as it exists today in regard 
to Federal power and private power 
companies, and the outlook for the 
future. 

The program of the Interior Depart- 
ment has been stated many times by high 
officials and is completely understand- 
able. Everyone has witnessed the cam- 
paign for Federal generating plants and 
Federal transmission lines. I am sure 
you will agree that this plan, if carried 
out, eventually would lead to socialism, 
not only of the electric industry but of 
most other industries. 

In the first part of this presentation, 
I shall endeavor to give you the facts to 
show how far the Federal power pro- 
gram has progressed. My outlook is that 
if the people of the nation continue to be 
alert, the Federal power program, as 
outlined by its authors, will not succeed. 

Congress definitely has not adopted 
and does not look kindly upon a Federal 
power program in which the Interior 
Department would take over the pri- 
vate power industry. I am very satisfied 
with the attitude evidenced by Congress 
when an electric company is doing or is 
ready and willing to do the job. 

I believe that the people do not look 
kindly upon any such Federal power 
program, and I am convinced that by 
continued presentations to the people of 
the facts involved we can and will stop 
and turn back such a program. 

After presenting the status of the Fed- 
eral power program today, I shall en- 
deavor to give facts to show why the 
Federal power program will not be car- 
ried to its ultimate conclusion and why 
our industry will continue to be the suc- 
cessful and the prosperous one it is today. 


By the end of June, 1952, the Fed- 
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eral government will have spent approxi- 
mately four billion, 258 million dollars 
on projects involving power, exclusive 
of the two billion, 700 million which 
has been appropriated for REA. The 
spending of this money has been concen- 
trated in certain areas. 

Fig. 1, Location of Spending on Fed- 
eral Power Projects, shows in every area 


on the map that the Federal government 
has built or is building generating plants 
and transmission lines, and if the pres- 
ent program of the Interior Department 
is continued, the future of the companies 
in those areas is threatened. However, 
in practically every one of those areas, 
the private electric companies have been 
opposing with considerable success ap- 
propriations for the Federal power pro- 
gram. 

One reason why the Federal power 
program has had such extensive develop- 
ment in a comparatively few years is that 
in the early stages and up until the last 
few years only a few companies were 
affected, the balance of the industry did 
not realize the danger, and the opposi- 
tion to the program was extremely 
limited. 

Fig. 2, Proportion of Electric Com- 
panies Directly Affected by Federal 
Power, shows that in 1931 only 1 per 
cent of the Class A and B companies was 
directly affected by Federal power plants. 
Many uninformed and unaffected com- 
panies thought that the socialistic move- 
ment was local in character, was in some 
way due to the failure of the local com- 
panies to measure up to the situation, 
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and in any event would never reach 
them. But, of course, it has moved for- 
ward and spread out. 

By 1941, ten years later, the propor- 
tion had increased to 8 per cent and by 
1951 to 27 per cent, including those that 
had been expropriated. And by “af- 
fected” I mean right up against the gun. 
A lot more are well aware of what is in 
store for them, others are beginning to 
be alarmed, while still others are going 
their various ways without paying too 
much attention to what is going to hit 
them in due time. 

A comparison of the Federal projects 
which we now have and which are con- 
templated for the future is very interest- 
ing and shows the progress of the Fed- 
eral power program up to the present 
time and what is planned for the future. 

Fig. 3, Status of Federal Power Plant 
Program, shows that the Federal gov- 
ernment has completed or has under con- 
struction 119 projects with approxi- 
mately 16,672,000 kilowatts of installed 
capacity. However, the government has 
authorized, approved, and proposed 649 
plants with a capacity of almost 52,000,- 
000 kilowatts. 

Fifteen and one-half per cent of the 
total plants have been completed or are 
under construction, but they constitute 
24.5 per cent of the total kilowatts in- 
stalled and to be installed. In other 
words, the plants which have been or 
are being constructed by the Federal 
government, in general, are much larger 
in capacity than the contemplated plants. 

Fig. 3, totaling 768 plants, shows 


those which we have been able to iden- 
tify. Undoubtedly, many more generat- 
ing plants and transmission lines will 
be proposed as the years go by, including 
steam-electric stations not now formally 
in the program. 


Anybody’s Guess 
Just what this program would cost is 
The Water Resources 
Policy Commission, in its recent report, 


anybody’s guess. 


gave figures ranging from $70 billion 


to $115 billion. Based on past experi- 
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ence, we can anticipate that the final fig- 
ure would exceed these vast amounts if 
the program were to be carried to com- 
pletion. ‘These amounts indicate a tre- 
mendous burden on taxpayers, which is 
entirely unnecessary. 

Fig. 4, Disposition of Electricity Pro- 
duced at Federal Dams, shows who gets 
the electricity produced at Federal dams 
and steam-electric stations. Including 
losses, nearly half goes to the so-called 
preference customers. The next largest 
group is certain especially-favored large 
industries. The electric companies use 
only slightly more than 20 per cent of 
the total, although they serve 80 per cent 
of the people of the nation. 

TVA can be considered as a good 
example of what we can expect in Fed- 
eral power in the future unless the pro- 
gram is stopped. [TVA started as a 
means of disposing of the output from 
Wilson dam. It secured some steam 
plants in the course of its acquisition of 
electric companies in the area, and built 
another steam plant during World War 
[I under the guise of national defense. It 
built the New Johnsonville steam plant 
on the plea that it was responsible for 
the power supply in the area, and now 
the lid is off. Ina few years TVA will 
be a steam-electric system with hydro 
for peaking purposes. 

The pattern of Federal power has be- 
come very plain. Because Congress has 
not looked with favor upon the establish- 
ment of additional valley authorities, 
Federal power marketing agencies are 
being set up by edict of the Secretary 
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of the Interior, without the consent of 
Congress. 

Fig. 5, Federal Power Marketing 
Areas, shows the five major power mar- 
keting agencies of the Federal govern- 
ment. Four of these, the Southeastern 
Power Administration, the Southwest- 
ern Power Administration, the Bonne- 
ville Power Administration, and the 
Bureau of Reclamation, are a part of 
the Department of the Interior. TVA 
is an independent Federal corporation. 
The figure shows a sixth area, the State 
of Nebraska, where the enterprise has 
been financed in substantial part by the 
Federal government but is still on a 
state basis. ‘There are also some other 
similar areas which are small and which 
| have not shown. These marketing 
agencies are tax-free, subsidized utilities. 
They are the nationalized segment of the 
utility business. 


Concealed Weapons 


We have learned by bitter experience 
that Federal dams which were author- 
ized ostensibly for the purpose of irrigat- 
ing our arid lands, or controlling floods, 
often turn out to be weapons designed 
to destroy the electric companies in the 
area and put the Federal government in 
the power business. 

As examples, the Federal government 
now operates or has under construction 
15 steam-electric plants that have no 
other reason for existence than the gen- 
eration of electricity; TVA has nine 
hydroelectric plants that are strictly for 
power; other Federal hydroelectric 
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plants—Hungry Horse, Canyon Ferry, 
and Clark Hill, to name three—origi- 
nally were authorized as multi-purpose 
projects with reclamation or flood con- 
trol benefits, but today are power plants 
and nothing more. 

Many Department of Interior proj- 
ects being urged at the present time are 
being sought without regard to purposes 
other than power, and the Interior De- 
partment itself frankly admits it is in 
the electric power business. 


In the Roanoke Rapids case, with 
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which you are familiar, Secretary Chap- 
man stated his position as follows: “The 
interest of the Secretary of the Interior 
is that of a competitor of Virginia Elec- 
tric & Power Co. in the sale of power 
in the Roanoke River area of Virginia 
and North Carolina.” 


The Southwestern and Southeastern 
Power Administrations are engaging in 
another practice that is extremely dan- 
gerous and beyond the scope of the law 
under which they operate. They are 
purchasing steam-electric power for re- 
sale, although Section 5 of the Flood 
Control Act of 1944 does not contain a 
single word giving them this authority. 
The Arkansas Circuit Court had this to 
say about the practice: “ ... the Na- 
tional Congress, which prescribes the 
powers and duties of SPA, only vests 
that agency with authority to sell and 
distribute hydroelectric energy produced 
by dual-purpose flood control dams. It 
is not authorized to purchase energy pro- 
duced by steam plants.” 


What Lies Ahead 


This brings us to the future of our 
truly great industry. It can be sum- 
marized as follows: 

1. If the Interior Department policy 
continues as it is today and if the 
thinking in Washington is such 
that the program is carried out as 
set forth in the Ickes memorandum 
of January 3, 1946, and in the 
testimony which the top Interior 
Department officials have given be- 
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fore Congress in each of the past 
several years, it will inevitably 
mean the nationalization of our in- 
dustry and most other industries. 
2. The plan is clear. It provides for 
Federal hydro plants, Federal 
steam plants, Federal transmission 
lines to all load centers, Federal 
control of all sales and rates. It is 
not regional. It will cover the en- 
tire nation and those who live in 
states not now involved had better 
do everything possible to help their 
buddies in the front-line trenches 
and to build their own defenses. 


My best judgment is that this pro- 
gram will never be consummated, that 
the Federal policy will change. Al- 
though the foes of private electric com- 
panies are so formidable that they could 
destroy the industry, intelligent activi- 
ties by the industry can assure a long 
and successful future. Likewise, no ac- 
tivity, or limited activity, or unintelli- 
gent activity by the industry will lead 
to the eventual destruction of our com- 
panies by a tortuous process akin to a 
Russian trial and prison. 

Let me try to support this theory. Re- 
peatedly we hear that a project is too 
large for private industry, so the gov- 
ernment has to build it. That’s just pure 
baloney! 

TVA has spent about $540,000,000 
on straight power facilities in the 18 
years it has been operating, since 1933. 
Compare this with the following record 
of construction by private companies—a 


record that has been achieved in the six 
years since the close of World War II: 
$816,000,000 by Pacific Gas and 
Electric Co. 
$445,000,000 by Consolidated Edi- 
son Co. of New York 
$344,000,000 by Southern Cali- 
fornia Edison Co. 
$246,000,000 by The Detroit Edi- 
son Co. 

Between 1946 and 1952, the United 
States Steel Co. spend almost one billion, 
four hundred million dollars on its ex- 
pansion program. 

From 1946 to 1951, the 
electric industry spent ten billion, 89 
million dollars to construct new facili- 
ties, while in the same period the Fed- 
eral government spent only about two 
billion, 428 million dollars on power 
projects—or only about one-quarter the 
amount financed by private enterprise. 

This certainly indicates to me that the 
only thing our industry can’t build is a 
project which is not economically feasi- 
ble, not financially sound and which 
shouldn’t be built at all, or which should 
be built for some valid nonreimbursable 


inclusive, 


reason such as reclamation or flood con- 
trol. 


“Cheap Power” 

The war cry of the Federal power 
proponents is “cheap power.” It has 
been effective against and harmful to us. 
Now let’s analyze it. 

Whether the power is Federal power 
or private power, the people pay for it 
and every cent of it. They pay for it 
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as consumers or as taxpayers, or both. 

Consider the Hungry Horse project 
in Montana. Fig. 6, the “Cheap Power” 
Myth in the Northwest, shows that 
Montana Power Co.’s Kerr Dam cost 
$11,000,000 for 112,000 kilowatts of 
capacity. Hungry Horse, on the same 
watershed and only 50 miles away is 
estimated to cost $110,000,000 for 285,- 
000 kilowatts—10 times the money for 
two and one-half times as much capac- 
ity. Which is “cheap” power? Electric 
companies should do much more than 
they are doing to tell the people. 


Without dwelling on additional ex- 
amples, let me suggest that a comparison 
be made between the number of em- 
ployees per customer which each Fed- 
eral agency operating in a territory has 
with the number of employees per cus- 
tomer in a private electric company. 


Also compare the cost per kilowatt of 
any project being built in a territory 
by the Federal government with the cost 
per kilowatt of the same type of project 
being built by private companies. 

The socialized power program of the 
Federal government lacks a firm founda- 
tion of integrity and economics. All the 
facts are on the side of the electric com- 
panies—I do not believe that they are 
taking full advantage of their favorable 
position. Whenever they do, they are 
surprisingly successful. 

The electric companies have been suc- 
cessful where they have opposed before 
Congress or the courts Federal hydro- 
electric projects which the companies 
were willing to build themselves—for 
example, Kings River in California and 
Roanoke Rapids in North Carolina. 

The electric companies have been rea- 
sonably successful in opposing Federal 
transmission lines where they now have 
or are willing to build adequate lines 
themselves. 


The five New York companies are 
making headway in preventing a Fed- 
eral power development at Niagara by 
being willing and able to do the job 
themselves and by labeling the Federal 
proposal for what it is—an adventure 
in socialism. New England is taking 
steps to forestall a Federal power in- 
vasion of its area by preparing to make 
worthwhile developments itself. Electric 
Energy Inc. successfully competed with 
TVA for a big share of a government 
defense load, and Virginia Electric & 
Power Co. is winning the Roanoke case 
against the Department of the Interior. 

Electric companies are beginning to 
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organize as an industry and talk, act, 
think, and fight as a unit. They could 
well do much more than they are. 


The real problem is much broader 
than an electric industry problem. If the 
utility problems could be isolated, the 
difficulties would be reduced to a frac- 
tion of their present importance. 

As I see it, our entire nation is on a 
direct road to a lower standard of liv- 
ing, to fewer comforts in life, to re- 
duced freedom, to something comparable 
to what England has today, unless the 
people demand a complete change in ad- 
ministrative thinking in Washington. 

Wasteful, extravagant government 
necessarily means higher taxes, more in- 
flation, more regulation by government, 
less actual value for the dollar, and that 
the American people will be able to buy 
less with what they receive for each hour 
they work. 

For several years I have believed that 
the steel business, the banking business, 
the railroads, or the medical fraternity 
would be nationalized before the electric 
industry. However, the order is not 
important, because if the nation adopts 
that policy all business will receive simi- 
lar treatment. 


To Assure Success . 


If it is not too presumptuous, I would 
suggest the following program as one 
which should assure the continued suc- 
cess of the electric industry: 


1. Maintain at all times adequate 
facilities—generation, transmission 
and distribution —to supply the 
power requirements in each area. 

2. Efficient and courteous service to 
all members of the public, and at 
lowest possible cost. 


3. A capable Information _Depart- 
ment which keeps employees and 
the public informed on all prob- 
lems relating to the electric in- 
dustry and our form of govern- 
ment. Wasteful Federal spending, 
high taxes, the seizure of the steel 
industry, socialized medicine, are 
just as important as problems re- 
lating specifically to the electric 
industry. It is all in the same 
mulligan and all will be cooked 
together unless the fire is put out. 

4. A willingness and readiness when 
economically feasible to build 
power projects on the streams of 
the nation, for example, Idaho 
Power Co. at Hells Canyon and 
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the power companies that are will- 
ing to develop the Niagara sites. 

5. A willingness and readiness to 
build generating facilities and all 
other power facilities at Federal 
dams, whenever it is not economi- 
cally feasible to also build the dam. 

6. A willingness and readiness to 
build all necessary transmission 
lines. 

7. An essential part of the last three 
points is an aggressive, active, 
forceful opposition to the govern- 
ment doing any of the things a 
private electric company is willing 
to do. 

8. Last—and this is very important 
—organization of the electric com- 
panies into a united front. The 
industry story must be presented 
to the public adequately and cor- 
rectly, and electric companies must 
think, act and speak as a team. 


I hope that I have stressed four prin- 
cipal thoughts: 


1. If the present administration can 
and does carry out its power pro- 
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gram through future years, the 
electric industry is doomed and 
its personal future and the future 
of the people of America are dark 
and dreary. 

. Our fighting forces are far stronger 
than the opposition and if each 
electric company in these United 
States adopts and executes a sound, 
intelligent program, its future and 
the future of the American people 
are bright. 

. The future of the industry is so 
intermingled with the future of 
good government in these United 
States, with the future of all pri- 
vate ownership of property, with 
the future of personal freedoms 
and with the future of the people 
as a whole that it cannot be 
separated. 

4. And last—that there is ahead 
one of the most important, most 
worthwhile challenges ever con- 
fronting any industry and any na- 
tion, with a continuing iand of 
plenty promised, if the electric in- 
dustry does its job as it should. 


bo 


The Complexities of a National Water Policy 


(Continued from page 250) 


tine—Armourdale—Central Industrial 
District areas.” It is difficult to recon- 
cile this conclusion with the emotional 
pronouncements of public officials, high 
and low, who placed the responsibility 
for the damages from this catastrophe on 
the failure of Congress to appropriate 
monies in 1949 and 1950. How many of 
them know better? 

The 1952 floods on the upper Mis- 
souri basin may result also in further 
modification of the project plan. Meteor- 
ological events must be recognized, but 
it is disturbing to know that such major 
adjustments in programming are being 
made in the midst of rapid execution of 
projects. No one at the moment is pre- 
pared to state what the ultimate cost 
of this vast undertaking will be. No 
one is prepared to state which of the 
many competitive methods proposed will 
actually be developed for operating con- 
trol. The battle between upstream and 
downstream activities is at high peak. 
Should billions of dollars be spent while 
many of these tremendously important 
technical, legal, and administrative is- 
sues are still quite unresolved? Is the 





impatience demonstrated by our great 
political leaders a sound guide for action ? 
If they cannot be made aware of the 
acute problems which plague us, not only 
in the Missouri River basin but else- 
where, cannot the citizen at least be let 
in on the issues? 

The record so far for persuading either 
Congress or the average citizen of the 
problems involved and of some of the 
contemplated solutions is remarkably 
dismal in accomplishment. Many of us 
feel, however, that as long as there is 
any hope of developing policies which 
would be less wasteful, more uniform in 
character, more skillfully and technically 
diagnosed, the battles should continue. 
This battle is wholly unrelated to phil- 
osophical concepts or to political party. 
Both political parties have been distin- 
guished by their careful avoidance of cor- 
rective legislative measures. Both have 
been unanimous, or nearly so, in promot- 
ing ill-considered projects. Placing the 
blame on Federal agencies is neither 
realistic nor accurate. They can do a 
good job if permitted to do so! 
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PERSONALS 








R. FRANK Brower and Otto W. 
Manz, Jr., Consolidated Edison Co. 
of New York, Inc., have been named 
Assistant Vice Presidents of the com- 
pany. 

A graduate of Duke University, Mr. 
Brower joined The New York Edison 
Co., a predecessor of Consolidated Edi- 
son, in 1920, after studying electrical 
engineering at Columbia University. 
Starting as a tester, he progressed to 
executive assistant in the office of R. H. 
Tapscott, then vice president and now 
chairman of the board, in 1933 and to 
system engineer in 1940. Last year he 
served with the Defense Electric Power 
Administration and continues to act as 
a DEPA consultant. 

Mr. Manz, a graduate of the Uni- 
versity of Pennsylvania, has been asso- 
ciated with the company since 1925 
when he joined Brooklyn Edison as an 
1943 he was 


Carbon 


engineering assistant. In 
loaned to the Carbide 
Chemicals Corp., then building a gen- 
erating plant at Oak Ridge in conjunc- 


and 


tion with atomic-bomb production, and 
was in charge of both the plant and the 
electric distribution system. He re- 
turned to Consolidated Edison in 1946 
and was named manager of system op- 
eration in 1950. 


RoBert BraAnpT has been named As- 
sistant Vice President of the New Eng- 
land Power Co. A graduate of Har- 
vard University and Harvard Engineer- 
ing School, Mr. Brandt was associated 
with the General Electric Co. before 
joining New England Power in 1926 as 
an engineering assistant. In 1935 he be- 
came assistant engineer for the New En- 
gland Service Co. and transferred in the 
same capacity to New England Power in 
1941, becoming engineer during the next 
vear. In 1951, Mr. Brandt served as 
director of the Power Supply Division 
of DEPA. 

Wititiam = T. RicuHarps, Indian- 
apolis Power & Light Co., has been 
named to the new position of Commer- 
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cial Manager, following the retirement 
of A. C. CRANDALL, Vice President in 
Charge of Sales, with whom Mr, 
Richards has been associated for the 
last 15 years. 

Mr. Richards has been engaged in 
sales work with Ipalco since his gradua- 
tion from Purdue University in elec- 
trical engineering in 1926. Starting as 
a power sales engineer, he became di- 
rector of power sales in 1941 and as- 
sistant sales manager in 1946. A 
member of the EEI Competitive Service 
Committee, he is also active in com- 
mittee work of Indiana Electric Asso- 
ciation, American Society of Metals, 
and is a director of the Great Lakes 
Power Club. 

Mr. Crandall, who was first identi- 
fied with Indianapolis electric sales in 
1923, worked with utility sales organi- 
zations in the South before returning 
to Indianapolis as commercial manager 
for Ipalco in 1937. Three years later 
he was made vice president in charge 
of sales and is now being retained by | 
the company as a part-time consultant. 
Mr. Crandall is a member of the EEI 
Commercial Division General Com- 
mittee. 
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CONVENTIONS AND MEETINGS 





1952 
JULY tarcomsl SEPTEMBER 
10 FEI Industrial Relations Committee, EEI Headquarters, 18-19 PIP Annual 
New York, N. Y. 
AUGUST 
19-22 AIEE Pacific General Meeting, Phoenix, Ariz. 
SEPTEMBER OCTOBER 
3-13. American Society of Civil Engineers, Centennial Celebra- 1-3 


Workshop Conference, 
Hotel, Chicago, II]. 

19-20 Public Utilities Association of the Virginias, Greenbrier 
Hotel, White Sulphur Springs, West Va. 


Wisconsin Utilities Association Convention of Technical 
and Sales Sections, Schroeder Hotel, Milwaukee, Wis. 


1952 


Edgewater Beach 








Ohio. 


5-6 Maryland Utilities Association, Cavalier Hotel, Virginia 5-8 Controllers Institute of America, Annual Meeting, Hotels 
Beach, Va. Sheraton, Cadillac and Statler, Detroit, Mich. 

7-10 Rocky Mountain Electrical League Fall Convention, Colo- 6-7 EEI Prime Movers Committee, Roosevelt Hotel, New 
rado Hotel, Glenwood Springs, Colo. Orleans, La. ‘ 

8-9 EEI Market Development and Electrical Applications 6-8 EEI-AEIC Joint Meeting, Meter and Service Committees, 
Committee, EEI Headquarters, New York, N. Y. Mayflower Hotel, Washington, D. C. 

8-10 Area Development Institute, Yale University, New Haven, 13-14 EEI Electrical Equipment Committee, Roosevelt Hotel, 
Conn. New York, N. Y. 

8-11 ASME Fall Meeting, Sheraton Hotel, Chicago, IIl. 13-17. AIEE Fall General Meeting, New Orleans, La. 

8-12 Illuminating Engineering Society National Technical Con- 33.24 EEI Transmission and Distribution Committee, Hotel 
ference, Edgewater Beach Hotel, Chicago, IIl. Adolphus, Dallas, Tex. 

40 se — Chairmen, EEI Headquar- 57.39 AGA Annual Convention, Atlantic City, N. J. 

crank ae a _ 30-31 EEI-AGA Taxation Committee, Closed Meeting, Chal- 

11-12 es vy oking Committee, EEI Headquarters, fonte Haddon Hall, Atlantic City, N. J. 

15-16 EEI Accident Prevention Committee, Sheraton Hotel, Ro- 
chester, N. Y. NOVEMBER 

15-16 EEI Accounting Division Organization Meeting, General : , 
Activities Group, Netherlands Plaza Hotel, Cincinnati, 10-13. NEMA Annual Meeting, Haddon Hall Hotel, Atlantic 
Ohio. City, N. J. 

17-18 EEI Accounting Division Organization Meeting, Customer 10-13 NARUC Annual Meeting, Hotel Marion, Little Rock, Ark. 
Activities Group, Netherlands Plaza Hotel, Cincinnati, 17-19 EEI Industrial Relations Committee, Annual Fall Round 


Table Conference, Sheraton Hotel, St. Louis, Mo. 
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